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Taxation  in  Colorado 


Chapter  I — The  Present  System. 

For  some  years  past  the  financial  condition  of  the  state  of  Colorado 
has  not  been  good.  In  fact,  the  state  has  lately  been  on  the  verge 
of  bankruptcy,  with  diminishing  or  stationary  revenue  and  constantly 
increasing  expenditure. 

A  certain  increase  in  expenditure  is,  perhaps,  inevitable  in  a  state 
like  Colorado,  which  is  rapidly  increasing  in  wealth  and  population.  In 
the  year  1890  our  populaton  was  412,198;  in  the  year  1900  it  was  539,- 
700.  In  1890  the  assessed  valuation  of  all  the  property  in  the  state 
was  $220,544,064.62;  in  1900  it  was  only  $216,776,356,  and  for  several 
years  before  it  was  even  less  than  that.  Therefore  the  4-mill  levy, 
which  is  all  that  the  state  can  constitutionally  impose,  yielded  less 
in  1900  than  in  1890,  although  the  population,  and  presumably  the 
wealth,  of  the  state  had  increased  by  over  twenty-five  per  cent. 

In  spite  of  lack  of  revenue,  the  legislators  continued  to  make  appro- 
priations in  excess  of  available  funds,  evidently  hoping  that  some 
miracle  would  change  the  nature  of  the  county  assessors  and  lead 
them  to  prefer  the  interests  of  the  state  at  large  to  the  welfare  of  their 
immediate  neighbors  and  friends,  among  whom  they  lived  and  upon 
whom  they  depended  for  re-election.  The  Twelfth  General  Assembly 
had  such  faith  in  the  benevolence  of  the  county  assessors  that  in  the 
year  1898  it  made  appropriations  in  excess  of  revenue  to  the  extent 
of  $472,555.25. 

The  president  of  the  State  University  was  made  happy— for  a  time- 
by  a  special  appropriation  of  $110,000,  but  during  the  ensuing  two 
years  he  was  obliged  to  borrow  $70,000  for  the  running  expenses  of 
the  school.  The  Dependent  Children's  Home  was  promised  $30,000, 
the  Soldiers'  and  Sailors'  Home  was  to  get  $45,000,  and  the  insane  asy- 
lum was  voted  $48,634.44,  and  so  on.  None  of  these  sums  were  paid, 
and  several  of  our  most  deserving  institutions  were  for  a  time  seriously 
crippled. 

But  the  county  assessors  hardened  their  hearts  and  refused  to 
comply  with  the  law,  which  required  them  to  assess  all  property  at 
its  full  cash  value,  but  did  not  provide  suitable  penalties  for  failure  to 
comply  with  its  provisions.  On  the  contrary,  they  vied  with  one 
another  in  their  efforts  to  lower  the  valuation  as  much  as  possible 
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in  order  that  their  constituents  might  pay  the  least  possible  amount 
into  the  coffers  of  the  state. 

At  last  the  condition  of  affairs  became  so  bad  that  in  the  year 
1900  Governor  Thomas  decided  to  appoint  a  special  revenue  commis- 
sion for  the  purpose  of  revising  and  improving  the  revenue  laws  of 
Colorado.  This  thoroughgoing  commission,  having  once  put  its  hand 
to  the  plow,  did  not  look  back  until  it  had  drawn  up  a  complete 
scheme  of  reform  in  taxation  intended  to  supersede  the  existing  sys- 
tem and  to  secure  sufficient  revenue  and  a  more  equitable  distribution 
of  burdens. 

The  plan  was  adopted  by  the  Thirteenth  General  Assembly,  with 
some  modifications,  and  the  new  revenue  bill  became  law  upon  ap- 
proval by  the  governor  on  April  5,  1901,  at  9:30  o'clock  a.  m. 

Under  this  act  the  county  assessors  felt  legally  or  morally  bound 
to  do  their  duty  as  they  had  never  done  it  before,  with  the  result  that 
the  total  assessment  of  the  state  was  raised  from  $216,000,000  to 
about  $460,000,000.  A  good  deal  of  the  increased  burden  fell  upon 
the  great  corporations,  especially  the  railroads,  whose  assessment  was 
raised  from  $33,000,000  to  over  $122,000,000. 

Naturally,  the  corporations  desired  to  test  the  validity  of  a  law 
which  so  greatly  increased  their  state  taxes.  They  refused  to  be  as- 
sessed in  accordance  with  the  provisions  of  the  new  law,  and  the  litiga- 
tion which  followed  resulted  in  two  decisions  adverse  to  the  legality 
of  the  act.  The  decision  of  Judge  Dixon  concerned  certain  formalities 
Avhich  had  not  been  observed  in  the  passing  of  the  act,  while  the  deci- 
sion of  Judge  Riner,  December  3,  1901,  held  that  the  newly  created 
State  Board  of  Assessors  had  no  power,  under  the  state  constitution, 
to  perform  the  duties  assigned  to  it  by  the  new  revenue  law. 

The  act  being,  therefore,  declared  unconstitutional,  Governor  Ormaii 
decided  to  call  an  extra  session  of  the  Legislature  for  the  purpose  ot 
amending  the  law  in  such  a  way  as  to  render  it  secure  against  attack 
in  the  courts. 

The  extra  session  met  in  January,  1902,  and  continued  in  session 
until  it  had  effected  a  revision  of  the  act,  which  was  finally  approved 
by  the  governor  on  March  22,  1902. 

Such  is  a  brief  history  of  the  present  revenue  law  of  Colorado.  To 
say  that  it  is  an  ideal  law  would  be  to  praise  it  too  highly.  To  say 
that  it  is  utterly  bad  would  be  equally  unfair.  Like  everything  human, 
it  is  both  good  and  bad,  part  iron  and  part  clay.  It  is  essentially  a 
transition  measure,  composed  of  the  old  and  the  new,  forming  at  best 
an  unstable  compound.  It  cannot  be  regarded  as  final,  and  is  destined 
to  be  revised  and  remodeled  at  no  distant  date. 

The  old-fashioned  part  of  the  new  law  is  the  general  property  tax, 
deservedly  condemned  by  all  students  of  public  finance.  The  United 
States  alone  of  all  the  great  civilized  countries,  retains  this  antiquated 
system.  The  fundamental  principle  of  the  general  property  tax  is  that 
every  person  should  be  taxed  in  exact  proportion  to  the  value  of  his 
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property,  real  and  personal.  This  proposition  is  now  believed  to  be 
theoretically  unsound  and  practically  unworkable. 

For  the  purpose  of  levying  The  general  property  tax  tiie  new  reve- 
nue act  gives  a  classification  of  property,  based  on  the  two-fold  divi- 
sion of  real  estate  and  personal  property.  Real  estate  includes  lands, 
mines  and  improvements.  Lands  are  of  three  kinds— grazing  lands, 
agricultural  lands  and  town  lots.  Mines  are  of  two  kinds— mines  of 
"gold,  silver,  lead,  copper  and  other  precious  or  valuable  minerals," 
and  "mines  of  iron,  coal,  asphaltum,  quarries  and  lands  containing 
other  metals,  minerals  and  earths."  "The  term  'improvements'  includes 
buildings,  water  rights,  structures,  fixtures  erected  upon  or  affixed  to 
land." 

"The  term  "personal  property'  includes  everything  that  is  the  sub- 
ject of  OAvnership,  whether  tangible  or  intangible,  and  not  included 
within  the  term  "real  estate."  " 

No  definition  is  given  of  "tangible"  personalty,  but  the  term  is 
evidently  intended  to  include  animals,  household  property,  furniture 
and  fixtures,  jewelry,  musical  instruments,  clocks  and  watches,  bicy- 
cles, road  vehicles,  merchandise,  money  and,  presumably,  all  other 
personal  property  which  has  a  local  habitation  and  a  name,  and  which, 
therefore,  can  be  seen  and  touched  and  handled. 

On  the  other  hand  "intangible"  personal  property  is  defined  as 
"rights,  credits,  franchises,  special  privileges  and  special  advantages 
attendant  upon  or  derivable  under  contract  rights  having  a  value  for 
the  purpose  of  income  or  sale  of  itself,  or  in  connection  with  other 
property." 

Under  this  definition  it  is  clear  that  a  tramway  franchise,  in  so  far 
as  it  has  a  value,  is  "intangible"  property,  but  it  is  not  clear  whether 
a  promissory  note  is  tangible  or  intangible.  No  doubt  it  is  tangible 
and  visible  and  of  known  value  to  the  holder  of  the  note,  who  knows 
where  it  is,  can  look  at  it,  hold  it  in  his  hand  and  collect  it  when  due, 
but  to  the  assessor  it  is  surely  often  intangible,  invisible  and  of  un- 
known value.  The  same  might  be  said  of  book-credits,  bank  deposits, 
many  stocks  and  bonds  and  even  diamonds,  jewelry  and  silver  plate, 
none  of  which  are,  as  a  rule,  displayed  before  the  eyes  of  the  couuty 
assessor.  who  must  regard  them  as  the  most  intangible  of  tangible 
things. 

From  the  assessor's  point  of  view  personal  property  is  more  nat- 
urally divided  into  visible,  knowable  and  discoverable,  on  the  one 
hand,  and  invisible,  unknowable  and  unuiscoverable  on  the  other. 
What  the  assessor  can  find  he  can  assess,  what  he  cannot  find  he 
cannot  assess,  except  by  the  good  will  of  the  honest  taxpayer.  How- 
ever, the  distinction  between  tangible  and  intangible  property  may 
be  useful,  especially  in  assessing  corporate  property,  which  often  far 
exceeds  in  value  the  material  and  tangible  objects  with  which  it  is 
inseparably  connected. 

Already  in  the  introduction  of  the  concept  of  "intangible"  property 
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we  Jiave  a  somewhat  inconsistent  extension  of  the  principle  of  the 
general  property  tax.  But  the  new  law  goes  still  farther,  and,  in 
regard  to  the  taxation  of  mines,  corporations,  inheritances  and  mort- 
gaged property,  it  adopts  methods  of  taxation  which,  right  or  wrong, 
involve  the  abandonment  of  the  general  property  tax  as  the  sole  source 
of  state  and  local  revenue. 

Mines  of  iron,  coal  and  other  minerals  are  to  be  taxed  at  their  full 
value,  "like  other  property,"  but  a  special  case  is  made  of  mines  of 
"gold,  silver,  lead,  copper  and  other  precious  and  valuable  metals  or 
minerals."  Such  mines  are  divided  into  two  classes— producers  and 
non-producers.  Producing  mines  are  those  whose  gross  product  exceeds 
$5,000  a  year.  All  other  mines  are  non-producing.  Producing  mines 
are  to  be  valued  at  a  sum  equal  to  one-fourth  of  the  gross  proceeds,  in 
which  case  the  valuation  of  the  mine  is  to  be  equal  to  the  net  pro- 
ceeds for  the  preceding  year.  In  both  cases  surface  improvements 
are  to  be  taxed  separately  and  at  their  full  cash  value.  Non-producing 
mines  are  to  be  assessed  at  their  value,  but  not  at  a  greater  sum  per 
acre  than  is  assessed  against  the  lowest  producing  mine  in  the  same 
locality. 

In  assessing  the  property  of  corporations  the  county  assessors,  or 
the  State  Board  of  Equalization,  as  the  case  may  be,  must  consider  the 
value  of  all  the  tangible  property,  the  average  market  value  of  stocks 
and  bonds,  the  value  of  all  franchises  and  other  intangible  property, 
the  gross  earnings,  the  net  earnings,  and,  in  view  of  all  these  facts 
and  what  other  information  they  can  obtain,  they  are  to  assess  all  such 
property  at  its  full  cash  value. 

The  tax  on  inheritance  is  another  new  feature  in  the  revenue  law 
of  Colorado.  When  the  heir  to  an  estate  is  a  near  relative  of  the 
deceased,  the  sum  of  $10,000  of  the  estate  is  exempt  from  taxation, 
^eyond  this  amount  each  beneficiary  must  pay  a  tax  of  $2  on  every 
$100  received  by  him.  In  the  case  of  collateral  heirs  the  rate  of  tax- 
ation is  three  per  cent.  In  all  other  cases  an  estate  of  $500  is  exempt 
and  the  tax  on  larger  estates  varies  from  three  to  six  per  cent. 

Still  another  new  feature  is  the  taxation  of  mortgaged  property. 
Such  property  is  to  be  taxed  as  a  unit,  at  its  full  cash  value,  and  the 
mortgagee  is  exempt. 

As  before,  certain  classes  of  property  are  exempt  from  taxation, 
including  state  property,  public  libraries,  buildings  used  exclusively 
for  religious,  educational  and  charitable  purposes,  cemeteries  not  con- 
ducted for  profit,  household  goods  of  every  head  of  a  family  to  the 
value  of  $200,  and  irrigation  works  used  exclusively  for  irrigating  the 
lands  of  the  owners. 

From  this  outline  it  is  evident  that  an  attempt  has  been  made  to 
improve  the  system  of  taxation  in  Colorado,  and  with  some  degree 
of  success.  The  result,  however,  is  far  from  perfect,  and  the  subject 
of  reform  in  taxation  is  likely  to  occupy  the  attention  of  our  legislators 
for  years  to  come. 
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Since  very  early  times  people  of  Anglo-Saxon  race  have  had  a 
strong  aversion  to  taxation  of  any  and  every  kind.  They  have  never 
joyfully  welcomed  the  tax  gatherer.  They  have  not  received  him  with 
open  arms.  On  the  contrary,  they  have  always  associated  "publicans" 
with  sinners  and  have  been  glad  when  they  could  sing,  with  Robbie 
Burns,  "The  deil's  awa'  wi'  the  excise  man." 

This  state  of  mind,  to  some  at  least,  must  seem  highly  reprehen- 
sible; and  yet,  without  the  sturdy  opposition  of  the  people  to  arbi- 
trary exactions,  we  should  have  had  no  British  constitution  and  no 
United  States  of  America.  In  proof  of  this  fact  we  have  only  to  men- 
tion the  names  of  such  patriotic  rebels  as  Stephen  Langton,  Simon  de 
Montford,  Wat  Tyler,  John  Hampden,  Oliver  Cromwell,  Samuel  Adams, 
George  Washington,  Thomas  Jefferson  and  Alexander  Hamilton.  The 
Magna  Charta,  the  Petition  of  Bight,  the  Bill  of  Rights,  the  Declara- 
tion of  Independence,  the  Constitution  of  the  United  States— all  owe 
their  existence  to  the  desire  of  the  people  to  pay  no  taxes  or  to  pay 
them  only  by  their  own  consent. 

Therefore,  we  have  had  the  development  of  representative  institu- 
tions in  England  and  America  and  throughout  the  world.  As  the  grasping, 
hard-headed,  analytical  Romans  before  they  perished  gave  to  the  world 
an  unrivaled  system  of  law,  so  the  sturdy,  perverse,  tax-evading  Anglo- 
Saxons,  not  yet  decadent,  have  made  a  contribution  to  civilization  not 
less  remarkable— the  gift  of  representative  government. 

Thus  it  has  come  about  that  the  people  of  the  United  States  are 
taxed  by  their  representatives  in  national  and  state  Legislatures.  Fed- 
eral taxes  are  levied  and  collected  by  a  central  authority  somewhat 
remote  from  the  people,  but  state  and  local  taxes  are  assessed  and  col- 
lected by  local  officials  elected  by  the  people  and  largely  controlled  by 
public  opinion. 

In  ordinary  years  the  state  and  local  taxes  amount  to  more  than 
the  federal  revenue.  According  to  the  census  of  1890,  the  total  national 
expenditure  for  that  year,  including  the  expenses  of  the  postal  service, 
was  $352,218,614,  while  the  state  and  local  expenditure  amounted  to 
$563,735,441.  If,  therefore,  we  are  to  measure  the  relative  importance 
of  political  affairs  by  the  standard  of  expenditure  involved,  we  arrive 
at  the  conclusion  that  local  questions  are  the  most  important  questions 
that  agitate  the  public  mind,  and  that  local  politicians  are  the  real 
rulers  of  the  country. 
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Among  local  officials  none  is  more  important  than  the  county 
assessor,  elected  by  the  people  for  a  term  of  two  years.  To  this  office, 
as  to  any  other  county  office,  the  people  may  elect  any  voter  who  has 
resided  in  the  county  for  the  year  preceding  the  election. 

When  a  new  assessor  enters  upon  the  duties  of  his  office,  he  is,  we 
may  suppose,  a  man  of  some  general  ability,  prominent  in  his  political 
party  and  as  honest  as  the  average  candidate  for  so  important  an 
office.  That  he  is  not  an  expert  assessor  goes  without  saying.  Still, 
in  a  country  district  any  honest,  intelligent  farmer  is  likely  to  know 
something  of  the  value  of  land  and  live  stock,  and  a  village  merchant 
is  very  apt  to  have  a  working  knowledge  of  industrial  values  in  his 
immediate  vicinity. 

While  this  is  true,  it  is  unfortunate  that  the  assessor  should  have 
so  little  preliminary  training  for  so  important  an  office,  and  it  is  still 
more  unfortunate  that  he  should  he  turned  out  of  office,  with  all  his 
deputies,  just  when  he  is  beginning  to  master  the  details  of  his  difficult 
and  complicated  business.  The  store  of  knowledge  which  he  has  ob- 
tained departs  with  him  from  the  office,  and  his  successors  in  turn 
go  through  the  same  arduous  and  painful  course  of  training,  while  the 
office  as  such  acquires  no  experience,  accumulates  no  traditions. 

The  new  assessor,  we  may  say,  enters  upon  his  duties  with  all  the 
virtuous  energy  of  the  new  broom,  trying,  as  best  he  can,  to  assess  all 
property,  real  and  personal,  at  its  full  cash  value.  But  the  hour  of 
temptation  comes,  and  under  the  influence  of  political  associates,  cor- 
poration lawyers,  the  threats  of  enemies  and  the  blandishments  of 
friends,  he  is  very  likely,  sooner  or  later,  to  compromise  with  his  con- 
science in  favor  of  the  unscrupulous  tax  dodger,  whose  gods  are  his 
dividends  and  whose  party  is  his  pocket.  But  if  the  assessor  be  made 
of  sterner  stuff,  he  will  enforce  the  letter  and  spirit  of  the  law,  with- 
out fear  or  favor,  and  he  will  never  be  re-elected. 

In  regard  to  the  duties  of  the  county  assessor,  the  law  reads  as 
follows: 

"On  the  first  day  of  January  in  each  year,  or  as  soon  thereafter  as 
possible,  the  assessor  or  his  deputy  shall  call  upon  each  inhabitant  of 
his  county  at  his  residence  or  place  of  business  and  shall  deliver  or 
leave  for  him  or  her  the  proper  blanks  for  the  return  of  the  property 
of  such  inhabitant  for  assessment." 

The  form  of  schedule  thus  presented  must  be  filled  by  the  "inhab- 
itant" between  April  1st  and  May  20th  of  that  year.  Together  with 
a  description  of  all  his  real  estate,  the  taxpayer  must  set  down  a  full 
and  correct  description  of  all  personal  property  owned  by  him  on  the 
1st  of  April,  and  a  statement  of  the  full  cash  value  of  each  item,  for 
the  guidance  of  the  assessor,  who  is  to  determine  the  value  according 
to  his  own  judgment.  Also  the  assessor,  at  his  discretion,  may  exam- 
ine under  oath  the  person  making  the  schedule,  who,  if  he  refuse  to 
submit  to  examination,  may  be  cited  to  appear  and  be  examined  before 
the  District  or  County  Court. 
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The  value  given  by  the  taxpayer  is  subject  to  revision,  first  by  the 
assessor,  then  by  the  county  commissioners  sitting  as  a  county  board 
of  equalization.  This  board  holds  two  regular  meetings,  the  first  be- 
ginning on  the  first  Tuesday  in  September  for  the  purpose  of  making 
corrections  and  additions  to  the  assessment  roll  as  submitted  by  the 
county  assessor.  A4:  the  second  meeting,  beginning  on  the  third  Tues- 
day in  September,  the  county  commissioners  hear  complaints  and  make 
further  changes,  if  necessary,  but  have  no  power  to  increase  or  de- 
crease the  total  valuation,  except  as  an  incident  to  equalization. 

Fersons  who  act  as  executors  of  estates,  trustees  of  property,  re- 
ceivers of  corporations,  and  the  like,  are  required  to  make  out  sched- 
ules of  the  property  which  they  represent.  Building  and  loan  associa- 
tions, owners  of  mines,  and  corporations  doing  business  in  more  than 
one  county  of  the  state,  except  those  assessed  by  the  State  Board  of 
Equalization,  are  required  to  make  special  reports  for  the  guidance  of 
the  assessors. 

The  property  of  "railway  companies,  telegraph,  telephone,  palace 
car,  sleeping  car,  fast  freight  and  express  companies"  is  assessed  by 
the  State  Board  of  Equalization,  composed  of  the  governor,  the  secre- 
tary of  state,  the  state  treasurer,  the  state  auditor  and  the  attorney 
general,  meeting  for  this  purpose  at  the  office  of  the  governor  on  the 
first  Monday  in  April  of  each  year.  After  the  assessment  is  made  the 
State  Board  of  Equalization  transmits  a  report  of  it  to  the  various 
county  assessors  and  county  clerks,  and  each  county  in  wmich  the 
corporations  do  business  is  entitled  to  a  share  of  the  total  valuation, 
based  on  the  ratio  which  the  mileage  in  that  county  bears  to  the  total 
mileage  of  the  state. 

The  State  Board  Equalization  has  power  to  summon  any  assessor 
to  appear  before  it  at  any  of  its  meetings  and  to  examine  him  under 
oath  concerning  his  assessment.  If  an  assessor  is  found  guilty  of 
willfully  omitting  to  assess  property  at  its  full  value  he  must  be  re- 
moved from  office  by  the  governor  and  his  place  is  filled  by  the  county 
commissioners. 

It  has  been  found  necessary  to  make  the  laws  concerning  the  duties 
of  county  assessors  very  stringent,  because  of  the  fact  that  each 
assessor  desires  to  make  the  valuation  of  his  county  as  low  as  possible, 
in  order  that  the  county  may  pay  as  little  as  possible  of  the  state  tax 
of  4  mills.  Until  the  year  1901  it  was  found  impossible  to  induce  the 
assessors  to  do  their  duty  and  there  was  constant  strife  between  the 
counties  as  to  what  should  be  considered  a  just  valuation.  Eor  county 
purposes  it  was  easy  to  fix  a  high  levy  based  on  a  low  valuation  and 
thus  avoid  increased  taxation  for  state  purposes. 

Although  the  assessment  for  1901  is  double  that  of  previous  years, 
the  county  assessors  might  at  any  time  lower  the  valuation  to  the 
former  figures,  and  it  would  be  extremely  difficult  to  prevent  them 
from  so  doing.  Even  now  property  is  not  assessed  at  its  full  value, 
for  while  the  total  valuation  is  about  $460,000,000,  the  census  of  1890 
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estimated  the  value  of  real  and  personal  property  in  Colorado  at  $1,- 
145,712,267,  and  it  is  reasonable  to  suppose  that  there  has  been  no 
marked  decrease  in  value  since  that  time. 

The  new  law  makes  an  attempt  to  solve  the  difficulty  by  providing 
for  a  meeting  of  all  the  county  assessors  at  the  state  eapitol  on  the 
first  Tuesday  in  August  for  the  purpose  of  comparing  assessments  and 
obtaining  further  information  to  guide  them  in  making  a  true  valua- 
tion. This  meeting  will  doubtless  help  to  secure  unity  of  purpose 
among  the  county  assessors,  but  it  will  not  fully  persuade  the  assessor 
of  Weld  county  that  Teller  county  has  not  escaped  part  of  its  just  bur- 
den of  state  taxation,  nor  will  it  induce  the  assessor  of  Teller  county 
to  raise  his  valuation  at  the  demand  of  his  brother  of  Weld  county. 
In  fact,  the  assessments  can  never  be  equitable  as  regards  the  state 
taxes  so  long  as  the  law  is  administered  in  fifty-seven  different  counties 
by  fifty-seven  different  assessors,  unless  human  nature  be  greatly 
modified  or  the  method  of  assessing  the  state  tax  be  totally  changed. 

Nor  can  the  State  Board  of  Equalization  solve  the  difficulty.  At  its 
meeting,  beginning  on  the  first  Monday  in  October,  it  applies  itself  to 
the  work  of  "examining,  equalizing  and  adjusting  the  assessments  in 
the  several  counties  of  the  state."  Even  in  regard  to  equalization  the 
results  obtained  are  not  very  satisfactory,  because  of  lack  of  knowl- 
edge of  local  conditions;  but  in  so  far  as  the  problem  of  providing  ade- 
quate revenue  for  the  state  is  concerned,  the  board  of  equalization  is 
restrained  by  law  from  even  attempting  a  solution,  since  it  is  allowed 
"to  increase  or  decrease  the  aggregate  valuation  of  all  taxable  property, 
not  to  exceed  in  any  year  ten  per  cent,  of  such  aggregate  value,  and 
only  as  an  incident  to  such  equalization." 

The  Twelfth  General  Assembly,  in  1899,  passed  a  "county  limit" 
act,  fixing  the  maximum  levies  which  the  counties  might  lay  upon  the 
assessed  valuation,  in  the  hope  that  they  would  be  compelled  to  raise 
the  valuation,  thereby  providing  sufficient  revenue  for  state  as  well 
as  for  county  purposes.  The  maximum  rates,  however,  were  placed 
too  high,  and  the  bill  failed  to  secure  the  end  desired. 

Probably  the  best  solution  of  this  vexed  question  would  be  to  fol- 
low the  suggestion  of  Allen  Ripley  Foote  that  the  state  tax  "should  be 
levied  upon  the  gross  revenue  from  taxation  for  general  purposes  of 
all  local  taxing  bodies."  It  would  then  be  a  matter  of  indifference  to 
the  state  whether  the  county  valuations  were  high  or  low,  and  there 
would  be  supplied  a  strong  inducement  to  economy  in  local  expendi- 
ture. 

When  assessment  and  equalization  and  all  the  formalities  connected 
therewith  are  finally  completed,  the  county  assessor  and  the  state 
auditor  give  place  to  the  county  treasurer,  who  collects  the  taxes.  The 
amount  of  the  taxes  is  determined  by  the  ratio  between  the  valuation 
and  the  various  levies  for  state  and  local  purposes.  The  state  levy  is 
fixed  by  the  State  Board  of  Equalization,  but  may  not  exceed  4  mills, 
except  in  case  of  insurrection  or  war.    The  county  levy  and  the  gen- 
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era!  school  levy  are  fixed  by  the  county  commissioners.  Special  school 
levies  are  fixed  by  school  boards  or  by  the  voters  of  the  school  district. 

The  county  treasurer  does  not  travel  over  the  county  in  search  of 
the  taxpayer,  but  sits  at  the  receipt  of  customs  in  the  county  court 
house,  and  the  taxpayer  must  come  to  him.  The  treasurer  is  required 
to  send  the  taxpayer  a  notice,  but  the  taxes  are  payable  whether  this 
is  done  or  not,  one-half  on  or  before  the  last  day  of  February  and  the 
other  half  on  or  before  the  I.im  day  of  July,  in  the  year  following  the 
one  in  which  they  were  assessed. 

Interest  is  due  upon  unpaid  taxes  at  the  rate  of  one  per  cent,  a 
month  until  the  1st  of  August.  After  this  date  the  taxes  become 
delinquent  and  the  county  treasurer  has  the  power  to  seize  and  sell 
both  personal  and  real  property,  interest  at  the  rate  of  fifteen  per  cent, 
per  annum  being  charged  upon  the  amount  of  delinquent  taxes  until 
the  property  is  sold.  Personal  property  is  sold  outright.  Real  property 
is  redeemable  within  three  years  on  payment  of  principal,  interest  and 
penalties.  The  tangible  property  of  corporations  may  be  sold  for  the 
payment  of  taxes  on  their  intangible  property. 

The  collection  of  taxes  is  a  very  simple  matter  compared  with  the 
valuation  of  property,  which  is  the  work  of  the  assessor.  It  is  not 
easy  to  place  a  just  valuation  upon  lands  and  buildings,  and  it  is  still 
more  difficult  justly  to  value  visible  personalty,  such  as  merchandise, 
cattle,  implements  and  furniture.  As  for  invisible  personalty,  it 
largely  escapes  valuation  and  taxation. 

The  question  concerning  a  just  standard  of  value  is  a  most  per- 
plexing one.  Shall  a  house,  for  example,  be  valued  at  its  original  cost, 
the  cost  of  replacing  it,  its  market  value,  its  value  at  a  forced  sale  or 
its  value  at  a  "fair  voluntary  sale?"  The  owner  of  an  old  house  pro- 
tests vigorously,  and  with  reason,  against  valuing  it  at  its  original  cost. 
The  owner  of  a  house  in  a  declining  locality  similarly  objects  to  a 
valuaton  based  on  the  cost  of  replacement.  If  the  assessor  speaks  of 
market  value,  the  owner  will  say  that  his  house  has  no  market  value, 
except  its  value  at  a  forced  sale,  and  this  valuation  he  professes  him- 
self willing  to  accept. 

But  the  assessor  objects  to  this  standard,  on  the  ground  of  dis- 
crimination between  rich  and  poor.  He  says,  and  rightly,  that  a  poor 
man's  cottage  costing  $1,000  will  sell  for  almost  that  amount  at  a 
forced  sale,  while  a  mansion  costing  $100,000  might  not  bring  $20,000 
under  similar  conditions.  Therefore,  the  law  provides  that  property 
shall  be  valued  at  its  market  value,  but  that  when  there  is  no  market 
value  "the  price  it  would  bring  at  a  fair  voluntary  sale  thereof,  and 
the  capability  of  use,  together  with  any  other  just  method  of  determi- 
nation, may  be  considered  by  the  assessor." 

If  the  reader  of  these  words  will  place  himself  in  a  department 
store,  a  second-hand  furniture  store,  a  foundry  or  a  retail  grocery,  and 
make  an  estimate  of  the  value  of  plant  and  merchandise  in  accordance 
with  the  standard  of  what  it  would  bring  at  a  "fair  voluntary  sale," 
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lie  will  attain  some  faint  conception  of  the  accuracy  of  knowledge, 
the  soundness  of  judgment  and  the  honesty  of  purpose  which  should 
be  demanded  of  the  county  assessor  and  the  humblest  of  his  deputies. 

That  there  are  many  honest  and  capable  business  men  in  Colorado 
cannot  be  doubted,  but  that  even  such  men  as  these,  without  several 
years  of  training,  could  adequately  perform  the  duties  of  county 
assessor  may  well  be  doubted.  Nor  will  these  men,  as  a  rule,  accept 
the  office  of  assessor,  with  its  political  affiliations,  its  insufficient  salary 
and  its  uncertain  tenure  of  office. 

All  questions  of  public  reform  are  closely  connected  with  the  funda- 
mental question  concerning  the  election  or  appointment  of  capable 
public  officials.  From  this  point  of  view  the  officials  who  assess  and 
collect  the  taxes  are  not  so  important  as  those  who  have  to  do  with 
the  expenditure  of  the  revenue  thus  obtained.  In  the  census  of  1890 
the  expenditure  of  the  state  and  local  governments  of  Colorado  was 
estimated  at  $6,349,025,  being  an  average  of  $15  a  head,  or  an  average 
of  $75  for  a  family  of  five.  The  taxpayers,  many  of  them  poor  people, 
would  not  begrudge  the  contributions  they  make  for  the  sake  of 
schools,  police  protection,  roads,  bridges  and  all  the  other  benefits 
derived  from  government,  if  only  they  could  be  sure  that  their  hard- 
earned  savings  would  be  spent  in  an  economical  and  honest  manner. 
The  moral  is  obvious. 


Chapter  III — Who  Pays  and  Who  Bears 
the  Taxes? 


The  taxpayers  of  Colorado,  a  numerous  and  influential  body  of 
citizens,  make  their  yearly  visit  to  the  county  treasurer  with  a  heavy 
heart,  go  to  the  polls  with  a  sense  of  deep  responsibility,  and  read  the 
newspaper  accounts  of  corruption  in  high  places  with  a  profound  and 
patriotic  indignation.  The  non-taxpaying  citizens,  on  the  other  hand, 
not  so  numerous  nor  so  influential,  do  not  know  the  tax  collector,  cast 
their  ballots  with  a  light  heart  and  read  of  municipal  ruin  and  civic 
disaster  as  though  it  were  a  famine  in  India  or  a  volcanic  eruption  in 
Martinique. 

But  there  is  in  the  industrial  world  a  principle  of  action  widely 
recognized  and  commonly  practiced,  according  to  which  every  man 
must  bear  his  oAvn  burden  unless  he  can  in  some  way  shift  it  to  the 
shoulders  of  his  neighbor.  The  importer  who  pays  a  tax  of  100  per 
cent,  on  a  5-franc  pair  of  French  gloves  well  understands  the  latter 
part  of  this  rule,  for  he  straightway  proceeds  to  exact  from  later 
purchasers  the  original  price,  plus  the  import  duty,  plus  interest  on  the 
money  advanced  and  a  generous  commission  besides,  until  the  final 
consumer,  paying  $3  for  an  article  costing  originally  less  than  $1,  be- 
gins to  comprehend  the  fundamental  principles  of  the  shifting  and 
incidence  of  taxation. 

The  taxpayer  does  not  go  about  with  hat  in  hand  begging  for  a 
contribution  to  enable  him  to  perform  his  duty  to  the  state.  He  carries 
on  his  business  in  the  usual  way,  and  if  as  the  result  of  the  tax  he  can 
charge  more  for  what  he  has  to  sell,  or  pay  less  for  what  he  is  accus- 
tomed to  buy,  he  rejoices  in  the  ability  to  shift  part  or  the  whole  of 
his  taxes  to  the  people  with  whom  he  deals. 

The  shifting  of  taxes,  therefore,  is  accomplished  by  means  of  a 
change  in  the  prices  of  commodities  concerned  and  in  no  other  way. 
Now,  since  prices  are  determined  by  the  interaction  of  supply  and  de- 
mand, if  a  tax  effects  some  change  in  his  relationship,  it  will  produce  a 
change  in  price  and  shifting  may  take  place,  otherwise  there  will  be 
no  change  in  price  and  the  taxpayer  will  be  the  tax  bearer.  In  apply- 
ing this  rule  it  is  well  to  consider  the  effects  of  levying  a  new  tax 
and  taking  away  an  old  one. 

The  subject  is  a  complicated  one,  involving  a  great  variety  of  cir- 
cumstances and  presenting  innumerable  combinations,  always  difficult 
and  sometimes  impossible  to  disentangle.    For  a  full  and  clear  discus- 
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sion  the  reader  is  referred  to  Professor  Seligman's  great  work  on  "Th'- 
Shifting  and  Incidence  of  Taxation,"  published  by  the  McMillan  com- 
pany, New  York,  1899. 

According  to  the  principle  above  mentioned,  a  tax  on  the  value  of 
agricultural  land  cannot  be  shifted,«but  must  be  borne  by  the  land 
owner  himself.  Such  a  tax  does  not  diminish  the  quantity  of  cultivated 
land,  nor  does  it  increase  the  demand  for  agricultural  produce.  It  is 
simply  a,  tax  on  the  value  of  land,  which  is  a  surplus  value,  over  and 
above  the  cost  of  farming,  and  forming  no  part  of  the  cost  of  produc- 
tion of  agricultural  produce. 

It  may  be  thought  that  a  farmer  paying  a  new  tax  of  $100  on  land 
formerly  worth  .$10,000  can  now  sell  his  land  for  more  than  $10,000  and 
thus  shift  the  burden  to  the  shoulders  of  the  new  purchaser.  On  the 
contrary,  if  money  is  worth  ten  per  cent.,  the  new  purchaser  will  offer 
but  $9,000  for  the  land,  for  a  tax  of  $100  a  year  on  a  farm  worth  $10,- 
000  is  the  same  as  a  mortgage  on  the  farm  of  $1,000  at  ten  per  cent., 
and  diminishes  the  value  of  the  farm  by  the  capitalized  value  of  the 
annual  payment.  On  the  other  hand,  if  an  old  tax  of  $100  a  year  on  a 
farm  worth  $10,000  were  taken  away,  the  value  of  that  farm  would  be 
raised  to  $11,000  because  of  the  lifting  of  an  annual  charge  upon  the 
farmer's  net  income. 

But  it  may  be  said  that  a  farmer  paying  a  new  tax  can  reimburse 
himself  by  charging  more  for  his  wheat,  potatoes,  melons  and  cabbages 
than  he  did  before.  Let  such  a  farmer  carry  his  load  of  grain  to  mar- 
ket when  wheat  is  selling  at  65  cents  and  he  will  find  himself  unable 
to  obtain  one-tenth  of  one  per  cent  above  the  market  price,  which  Is- 
fixed  in  New  York,  Liverpool,  London  and  other  world  markets  by  a 
world  wide  competition.  Let  him  take  his  load  of  melons  to  the  Denver 
market  and  he  will  find  the  market  as  well  stocked  as  ever  before  and 
the  prices  high  or  low,  according  to  the  relation  of  supply  and  demand. 
The  fact  that  land  values  have  been  heavily  taxed  has  operated  to 
increase  the  product  rather  than  to  diminish  it,  and  therefore  to  lower 
prices  rather  than  to  raise  them,  while  the  demand;  if  changed  at  all. 
has  fallen  off  because  of  excessive  taxation. 

Nor  is  it  probable  that  the  farmer  can  improve  his  condition  by 
paying  lower  wages  to  his  laborers.  He  needs  their  labor  as  much  as 
he  did  before,  and  the  tax  has  caused  no  increase  in  their  numbers, 
and  to  offer  lower  wages  would  be  equivalent  to  sending  them  in 
search  of  a  more  appreciative  employer. 

In  short,  the  farmer  has  no  means  of  evading  or  shifting  a  tax  on 
the  value  of  his  land,  and  if  the  tax  were  increased  to  such  an  extent 
as  to  absorb  the  whole  of  the  economic  rent  he  would  have  no  recourse 
but  to  become  in  effect  a  tenant  farmer,  paying  rent  to  the  state. 

A  tax  on  the  value  of  town  lots  has  the  same  effect  as  a  tax  on 
the  value  of  agricultural  land.  In  the  nature  of  the  case  it  cannot  in- 
crease the  demand  for  such  land,  nor  does  it  operate  to  decrease  the 
number  of  lots  offered  for  sale.   On  the  contrary,  it  is  likely  to  compel 
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the  sale  of  unimproved  land,  thereby  lowering  its  market  value.  The 
owner  of  improved  land  may  try  to  shift  the  burden  of  the  land  tax 
upon  the  tenant  by  demanding  an  increase  of  rent,  but  if  the  tenant 
is  alreay  paying  the  full  commercial  rent  he  will  refuse  to  pay  more, 
knowing  that  other  landlords  will  offer  him  a  house  at  the  customary 
rent  or  will  build  him  a  new  one  upon  the  cheapened  vacant  lots. 

In  general,  therefore,  we  may  say  that  a  tax  on  land  values  is  not 
shifted,  but  is  borne  by  the  owner  of  the  land  at  the  time  the  tax  is 
first  levied.  Later  purchasers  obtain  the  land  at  a  lower  price  and 
therefore  do  not  bear  the  burden  of  old  taxes,  but  only  of  additional 
taxes  which  may  be  levied  during  the  period  of  their  ownership. 

The  land  of  Colorado,  including  agricultural  land,  grazing  land  and 
town  lots,  but  excluding  mining  land  and  the  property  of  railroads,  was 
in  1901  assessed  at  about  $140,000,000  out  of  a  total  assessment  of  $460,- 
000,000.  In  1900  it  was  assessed  at  $78,000,000  out  of  a  total  of  $216,- 
000,000.  WTe  may,  therefore,  say  that  the  land  owners  of  Colorado 
pay  and  bear  about  one-third  of  all  state  and  local  taxes. 

A  tax  on  the  value  of  mining  land  must,  in  the  main,  follow  the 
rule  above  stated.  Exceptions  to  this  rule  must  be  due  to  the  fact 
that  mining  land  is  often  of  uncertain  value,  and  a  tax  based  on  a 
supposed  value  may  really  be  a  tax  in  excess  of  the  yearly  net  income. 
Such  a  tax  would  discourage  mining,  limit  the  output  of  mining  prod- 
ucts and  thus  tend  to  increase  their  price,  while  diminishing  the  de- 
mand for  agricultural  produce;  but  a  tax  on  the  true  value  of  mining 
land  would  not  discourage  mining  any  more  than  the  charging  of  a  fair 
rent  would  prevent  the  working  by  lease  of  a  property  of  known  and 
certain  value. 

A  tax  on  the  true  value  of  coal  lands  would  encourage,  rather  than 
discourage,  their  development,  although  the  tax  would  be  borne  by  the 
owner  of  the  land  and  not  by  the  consumer  of  coal. 

Mines  of  gold,  silver  and  other  precious  metals  are  not  so  easy  to 
value,  and  the  effect  of  a  high  assessment  would  be  more  doubtful. 
However,  the  tax  imposed  by  the  present  law  is  based  upon  such  a  low 
estimate  that  it  cannot  be  considered  as  operating  to  discourage  mining- 
except  in  a  few  unimportant  cases.  Such  a  tax  cannot  produce  a  scarc- 
ity of  gold  and  silver,  and  therefore  cannot  increase  the  value  of  either 
metal  as  bullion  or  in  the  form  of  money.  Nor  can  the  tax  readily  be 
shifted  to  the  laborer  in  the  form  of  lower  wages,  and  the  conclusion 
follows  that  it  must  be  borne  by  the  mine  owned,  and  by  him  alone. 

Coming  now  to  the  consideration  of  the  incidence  of  a  tax  on  im- 
provements and  personal  property,  it  is  well,  with  Professor  Bullock,  to 
divide  such  property  into  two  classes— on  the  one  hand,  property  used 
by  consumers  for  the  satisfaction  of  their  own  wants,  and  on  the  other 
property  invested  by  the  owners  for  the  sake  of  income.  The  former 
class  is  commonly  called  "consumers'  goods"  and  the  latter  "producers' 
goods"  or  "capital." 

In  the  first  case,  the  incidence  of  a  tax  is  easy  to  determine.    A  tax 


18 


TAXATION  IN  COLORADO. 


on  dwelling  houses  inhabited  by  the  owners,  on  household  furniture, 
horses  and  carriages  used  for  pleasure,  diamonds,  jewelry,  silver  piate, 
books  and  all  other  property  used  and  consumed  by  the  owners  without 
reference  to  future  production  or  to  the  acquisition  of  income— such  a 
tax  must  fall  upon  the  owner  and  consumer  of  these  goods.  An  ex- 
cessive tax  on  consumption  would,  by  limiting  demand,  react  upon  the 
producer,  compelling  him  to  lower  his  prices  or  to  go  out  of  business, 
but  a  moderate  tax  could  hardly  produce  such  an  effect. 

Similar  to  a  tax  on  consumers'  goods  from  the  point  of  view  or 
incidence,  are  income  taxes,  poll  taxes  and  inheritance  taxes,  ail  of 
which  are  direct  taxes  and  cannot  be  shifted. 

The  incidence  of  a  tax  on  capital  or  producers'  goods  is  far  more 
difficult  to  determine,  involving,  as  it  does,  a  consideration  of  all  the 
complicated  mechanism  of  the  production  and  exchange  of  commodi- 
ties. This  class  of  improvements  and  personal  property  includes 
houses  occupied  by  tenants,  buildings  used  as  factories,  stores,  and 
offices,  merchandise,  farm  buildings,  live  stock  and  anything  and  every- 
thing that  is  used  for  the  purpose  of  carrying  on  business  of  any  kind. 

As  a  general  rule  we  may  say  that  the  average  rate  of  profit  in 
business  is  fixed  by  the  productivity  of  industry,  and  that  if  all  forms 
of  productive  capital  throughout  the  United  States  were  equally  taxed, 
the  taxes,  if  moderate,  would  be  paid  out  of  the  profits  of  capital,  just 
as  a  tax  on  land  is  paid  out  of  the  rent  of  land. 

But  much  of  the  tangible  and  most  of  the  intangible  capital  in  the 
United  States  escapes  taxation,  and  in  some  states  more  than  in  others. 
Also  the  rate  of  profit  varies  greatly  in  different  industries  and  in  dif- 
ferent localities.  Therefore,  if  one  industry  is  taxed  more  than  another 
there  is  a  tendency  for  capital  to  be  invested  in  some  more  favored 
line  of  business.  Also,  if  in  one  state  capital  is  taxed  more  heavily 
than  in  another,  there  is  a  tendency  for  it  to  migrate  to  the  place 
where  it  is  more  favorably  treated. 

No  doubt  equalization  of  profits  will  take  place  in  time  and  sooner 
or  later,  or  in  the  long  run,  the  banished  capital  will  return  to  the  in- 
dustry or  locality  once  forsaken;  but,  in  the  meantime,  and  in  the  short 
run — and  human  life  is  short — the  effects  of  excessive  or  discriminating 
taxation  will  be  felt  by  producer  and  consumer  and  by  all  concerned. 

A  tax  upon  houses  is  a  tax  upon  a  kind  of  property  which  is  not 
at  all  movable  and  the  tax  cannot  speedily  increase  or  decrease  the 
supply.  Therefore,  the  demand  remaining  constant,  a  tax  on  houses 
must  at  first  be  paid  and  borne  by  the  owner  and  not  by  the  tenant. 

If  now  the  effect  of  this  tax  is  to  reduce  the  rate  of  income  on 
the  building  of  houses  for  rent  below  the  rate  of  profit  on  equally  safe 
investments  in  other  lines  of  business,  capitalists  will  cease  to  build, 
and  in  a  city  like  Denver,  whose  population  is  steadily  increasing,  the 
demand  for  homes  will  increase,  rents  will  rise  and  the  tax  will  be 
shifted  to  the  tenant.  If,  however,  the  population  of  the  city  or  locality 
were  to  remain  stationary  or  to  decline,  the  burden  of  taxation  would 
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remain  where  it  had  first  been  placed— on  the  shoulders  of  the  land- 
lord. 

In  a  progressive  locality,  then,  a  tax  tends  to  fall  upon  the  tenant; 
in  a  stationary  or  declining  locality,  it  must  be  borne  by  the  owner. 

A  tax  on  capital  invested  in  manufacturing  or  commercial  indus- 
tries is  part  of  the  cost  of  production  of  the  articles  concerned  and  as 
such  tends  to  form  part  of  the  price  of  these  articles.  The  manufac- 
turer or  dealer  advances  the  tax  and  then  tries  to  raise  the  price  of  the 
articles  which  he  sells.  At  times,  however,  he  finds  it  impossible  to  do 
this. 

A  tax  imposed  on  capital  invested  in  the  cotton  or  paper  industry 
of  Colorado  could  not  greatly  affect  the  price  of  cotton  or  paper  in  the 
Colorado  markets,  which  is  fixed  by  the  competition  of  foreign  pro- 
ducers. A  moderate  tax  on  such  capital  would  fall  on  the  producer  or 
capitalist;  an  excessive  tax  would  compel  him  to  close  his  factories 
and  seek  more  profitable  investments  elsewhere. 

An  increased  tax  on  capital  invested  in  the  smelting  industry  of 
Colorado  would  increase  the  cost  of  smelting  ores  and  the  smelters 
might  try  to  shift  the  burden  to  the  mine  owners  in  the  form  of  in- 
creased charges.  As  a  result  of  this  some  mines  would  be  obliged  to 
close  down  and  the  smelters  might,  find  that  the  new  charges  were 
more  than  the  traffic  could  bear  and  thus  be  induced  to  restore  the 
former  rates.  In  this  case  the  burden  of  the  tax  would  fall  upon  the 
smelters,  and  so  long  as  it  was  not  too  great  they  would  continue  to 
bear  it,  otherwise,  some,  at  least,  would  cease  to  do  business. 

A  tax  on  merchandise  in  stores  would  tend  to  increase  the  price 
of  such  merchandise,  and  yet  this  might  not  always  take  place.  It  is 
conceivable  that  the  merchants  of  Fort  Collins  might  be  taxed  to  such 
an  extent  that  the  merchants  of  Denver  would  be  able  to  undersell 
them  and  take  away  a  great  part  of  their  trade.  A  similar  increase  in 
taxation  in  Denver  might  discriminate  against  Denver  merchants  in 
favor  of  the  great  dealers  of  Chicago,  who  already  sell  directly  to  con- 
sumers and  would  be  glad  to  extend  this  line  of  business.  If  the  book 
large  part  of  the  tax  themselves  or  to  surrender  much  of  their  business 
dealers  of  Denver  were  heavily  taxed  they  would  be  obliged  to  bear  a 
to  the  American  Book  Company  and  other  great  outside  firms.  A 
tax  on  beet  sugar  factories  in  Colorado  could  not  result  in  an  increased 
price  of  sugar,  but  would  be  borne  by  the  manufacturer  or  the  farmer, 
or  be  shared  by  both,  or  it  would  cause  the  failure  of  the  companies 
already  here  and  prevent  others  from  engaging  in  that  line  of  business. 

A  tax  on  live  stock,  farm  implements  and  buildings  would  increase 
the  cost  of  farming  and  render  the  farmer  desirous  of  charging  higher 
prices  for  his  potatoes,  grain  and  other  products.  It  would  be  difficult 
for  him  to  do  this  in  the  face  of  foreign  competition,  and  although 
some  farmers  might  be  forced  out  of  the  business,  the  limitation  of 
supply  thereby  occasioned  would  hardly  be  sufficient  to  cause  any 
marked  increase  in  prices.    However,  young  men  would  be  discour- 
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aged  from  becoming  farmers  and  after  a  time  prices  might  rise  be- 
cause of  lessened  supply.  Until  this  took  place  the  farmer  would 
probably  be  obliged  to  pay  and  to  bear  the  greater  part  of  his  taxes. 

The  incidence  of  a  tax  on  mortgages  has  been  much  disputed,  yet 
it  is  a  comparatively  simple  case  of  the  application  of  the  foregoing 
principles.  So  long  as  money  is  worth  at  least  six  per  cent,  for  invest- 
ment in  safe  securities,  capitalists  will  not  lend  money  on  mortgages 
for  less  than  that  rate  of  interest.  If  now  a  tax  of  two  per  cent,  be 
rigidly  levied  upon  all  owners  of  mortgages  in  Colorado,  whether  resi- 
dents or  non-residents,  while  other  capital  largely  escapes  taxation,  the 
investors  who  have  already  made  loans  on  such  security  will  pay  and 
bear  the  tax.  unless  the  contract  provides  that  the  borrower  shall  pay 
it,  but  later  investors  will  demand  eight  per  cent,  or  more,  that  their 
net  income  may  equal  the  market  value  of  loanable  capital.  Such  has 
been  the  effect  of  the  mortgage  tax  in  California,  as  shown  by  Pro- 
fessor Plehn.  If  now  a  tax  of  two  per  cent,  were  levied  upon  all  loan- 
able capital,  it  would  reduce  the  rate  of  interest  and  the  lender  would 
bear  part  or  the  whole  of  the  burden. 

In  general,  then,  a  tax  on  capital,  at  least  under  competitive  condi- 
tions, tends  to  be  divided  between  investor  and  consumer  in  some  un- 
known ratio,  depending  on  the  varying  conditions  of  various  lines  of 
business  in  different  places  and  at  different  times. 

When  business  is  carried  on  under  monopolistic  conditions,  the  inci- 
dence of  taxation  is  not  so  difficult  to  determine.  Monopoly  prices  tend 
to  be  determined  by  an  estimate  of  what  will  yield  the  greatest  net 
returns  and  a  tax  can  make  but  little  difference  in  this  regard.  If 
the  railroads  of  Colorado  are  already  charging  as  much  as  the  traffic 
can  bear,  an  increase  in  taxation  will  fall  chiefly  upon  the  railroad 
corporations  and  not  upon  the  shipping  and  traveling  public.  Of 
course,  excessive  taxation  will  discourage  the  building  of  new  roads, 
but  it  wiil  not  destroy  those  already  in  existence. 

A  tax  upon  municipal  monopolies,  such  as  tramway,  gas  and  water 
companies,  where  rates  are  fixed  by  contract,  must  fall  upon  the  com- 
panies concerned  so  long  as  the  contracts  remain  in  force. 

It  would  be  possible  to  continue  indefinitely  a  discussion  of  this 
important  subject,  but  enough  has  been  said  to  show  that  while  only 
a  part  of  the  people  of  Colorado  pay  the  taxes,  the  burden  of  them  is 
borne,  directly  or  indirectly,  by  one  and  all.  This  burden  is  not  neces- 
sarily an  evil— on  the  contrary,  it  is  a  sacrifice  that  must  be  made  for 
the  welfare  of  all  concerned,  that  the  people  may  receive,  at  the  hands 
of  government,  a  maximum  benefit  for  a  minimum  of  expenditure. 


Chapter  IV — Justice  in  Taxation. 


Man  is  a  social  animal  and  all  his  virtues  and  vices  are  social  or 
anti-social  in  their  nature.  In  society  as  in  the  solar  system,  we  have 
a  force  which  attracts  and  a  force  which  repels.  The  individual  atoms 
of  which  society  is  composed  tend  to  come  together  and  they  tend  to  fly 
apart.  Justice  is  the  principle  of  harmony  and  union;  injustice  the 
principle  of  discord  and  dissolution. 

The  doctrine  of  "inherent  and  inalienable  rights,"  logically  carried 
out,  would  result  in  anarchy.  Such  a  doctrine  proceeds  from  the  erro- 
neous assumption  that  man  is  primarily  an  individual,  whereas  he  is 
first  of  all  a  member  of  society.  Without  society  he  could  not  be  born, 
nor  be  kept  alive  in  bis  helpless  infancy,  nor  grow  up  to  be  other  than 
an  ignorant,  brutal  savage.  His  rights,  therefore,  are  by  no  means 
inalienable,  and  in  time  of  need  society  can  justly  demand  that  he 
surrender  "life,  liberty  and  the  pursuit  of  happiness." 

Ideal  justice,  it  is  true,  demands  that  the  good  of  all  and  the  good 
of  each  be  infallibly  secured  and  that  the  individual  be  always  treated 
as  an  end  and  never  merely  as  a  means.  But  society  is  not  infallible, 
and  the  best  it  can  do  is  to  secure  approximate  justice  by  setting  up 
laws  and  customs  to  secure  the  greatest  good  to  the  greatest  possible 
number  of  individuals,  with  the  least  possible  injury  to  any. 

The  anarchists,  fixing  their  attention  upon  occasional  violations  of 
private  rights,  fiercely  maintain  that  all  governments  involve  injustice 
to  mankind,  and  that  anarchy  is  the  ideal  condition  of  society,  where 
every  man  may  do  what  is  right  in  his  own  eyes.  But  anarchy  is  im- 
possible, for  so  long  as  unregenerate  human  beings  are  possessed  of 
conflicting  passions  and  desires,  a  voluntary  and  co-operative  associa- 
tion will  be  only  an  idle  dream. 

Even  an  Oriental  despotism  is  better  than  no  government  at  all,  and 
when  for  the  welfare  of  society  we  overthrow  that  despotism,  we  sub- 
stitute for  it  another  form  of  government,  and  afterward  perhaps  still 
another,  as  we  struggle  on  in  partial  blindness  toward  the  ideal  of  a 
perfect  democracy. 

At  every  stage  the  citizen  is  morally  obliged  to  contribute  to  the 
support  of  government,  that  the  social  will  may  find  expression  in  the 
most  satisfactory  way.  Also  the  nature  and  amount  of  his  contribution 
is  not  left  to  his  personal  benevolence,  as  in  the  case  of  a  Sunday 
school  or  a  private  charity,  but  he  is  compelled  to  give  to  the  state  his 
property  or  personal  services,  according  to  laws  laid  down  by  the  goy, 
eminent  of  which  he  forms  a  part, 
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If  the  individual  taxpayer  is  dissatisfied  with  the  form  of  govern- 
ment under  which  he  lives,  if  he  thinks  taxation  too  high,  expenditure 
wasteful  or  public  officials  corrupt,  he  is  at  liberty  to  do  one  of  two 
things,  either  to  leave  the  country  and  so  remove  himself  from  par- 
ticular social  obligations,  or  to  remain  where  he  is  and  try  as  best 
he  can  to  secure  the  necessary  or  desirable  reforms.  So  long,  how- 
ever, as  he  remains  a  member  of  an  organized  society,  he  cannot 
escape  from  the  obligation  to  obey  the  laws  and  contribute  to  the  sup- 
port of  government. 

'"Necessity  knows  no  law,"  and  necessity  is  the  primary  justification 
of  taxation.  The  welfare  of  society  is  the  end;  government  is  neces- 
sary to  that  end;  taxation  is  necessary  to  government;  therefore  taxa- 
tion is  necessary  and  justifiable. 

It  is  the  welfare  of  society  and  not  the  benefit  secured  to  any  indi- 
vidual that  constitutes  this  justification.  The  state  is  not  like  an 
insurance  company,  where  benefits  are  distributed  in  exact  proportion 
to  contributions.  Some  receive  benefits  who^  pay  no  taxes,  and  some 
contribute  far  in  excess  of  any  tangible  benefits  received.  As  far  as 
possible  the  benefits  of  government  should  be  distributed  equally 
among  the  individuals  of  which  society  is  composed,  but  since  the  duty 
of  a  citizen  is  not  in  any  great  degree  a  duty  to  himself,  but  is  chiefly 
and  almost  wholly  a  duty  to  society  at  large,  he  is  under  obligation 
to  pay  taxes  whether  he  receives  benefit  therefrom  or  not. 

Taxation,  then,  is  justified  on  the  ground  of  social  benefit,  but  in 
what  way  should  the  burdens  of  it  be  distributed?  Who  should  pay 
taxes  and  how  much  ought  they  to  pay? 

It  has  been  said  that  people  should  pay  taxes  in  proportion  to  the 
benefits  they  receive  at  the  hands  of  government.  If  that  is  true, 
children  and  paupers  and  others  who  are  cared  for  by  society  should 
pay  a  large  part  of  the  taxes.  But  they  are  unable  to  pay.  Then  it 
will  be  said  that  all  who  can  should  pay  in  proportion  to  benefits  re- 
ceived. But  what  is  the  measure  of  benefits?  Is  it  property?  Surely 
not.  The  rich  and  strong  are  those  who  least  need  the  protection  of 
law;  the  poor  and  weak  are  those  who  need  it  most,  and  if  this  pro- 
tection were  withdrawn  the  poor  would  be  the  first  to  suffer,  while 
the  rich  could  protect  themselves. 

If  we  say,  again,  that  happiness  is  the  measure  of  benefit,  we  have 
a  standard  which  is  incapable  of  being  practically  applied.  The  mil- 
lionaire) is  not  1,000  times  as  happy  as  the  poor  man;  in  fact  he  is 
probably' no  happier  than  he.  If  we  suppose  that  all  men  are  equally 
happy  a  poll  tax  would  be  the  most  equitable  form  of  taxation, 
although  it  would  fall  most  heavily  upon  the  poor,  who  are  least  able 
to  bear  it. 

In  fact,  we  cannot  measure  the  benefits  received  by  different  people 
from  the  activities  of  government,  and  if  we  could  we  would  still 
compel  the  childless  to  pay  school  taxes,  the  peaceable  citizen  to  pay 
the  expenses  of  war  and  the  stay-at-home  to  contribute  for  the  build- 
ing of  roads  and  bridges, 
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A  wider  view  of  benefits  would  perhaps  lead  us  nearer  to  a  just 
estimate  of  what  a  man  ought  to  pay  for  the  good  of  society.  To 
society  he  owes  his  very  life.  Without  society  he  could  have  no  right 
to  property  other  than  the  right  of  force.  Apart  from  society  he 
could  have  no  friends,  no  amusement,  none  of  the  benefits  and  ameni- 
ties of  civilized  life.  From  such  a  point  of  view  he  must  confess  that 
to  society  he  owes  a  debt  which  he  can  never  repay  and  that  for  the 
good  of  society  he  ought  to  be  willing  to  contribute  according  to  his 
ability. 

This  brings  us  to  another  proposed  measure  of  justice  in  taxation- 
ability  to  pay.  But  what  is  the  measure  of  ability?  Is  it  property, 
income,  expenditure  or  net  revenue?  It  is  not  property,  since  some 
property  produces  no  revenue.  It  cannot  be  income,  for  some  people 
consume  their  whole  income.  It  is  not  expenditure,  for  some  people 
do  not  consume  one-tenth  of  their  income.  It  is  surely  not  net  revenue, 
since  many  rich  people  save  nothing  at  all  and  do  not  need  to  save. 

By  means  of  hair  splittings,  such  as  these,  some  writers  on  taxation 
make  one  despair  of  ever  finding  a  just  measure  of  ability  to  pay 
taxes.  But  since  property  is  the  source  of  income  and  incomes  are 
sooner  or  later  expended,  an  equal  tax  on  all  property,  tangible  and 
intangible,  or  an  equal  tax  on  all  expenditure,  would  be  roughly  equal 
to  a  proportional  tax  on  incomes  and  so  would  fall  most  heavily  upon 
those  best  able  to  pay. 

But  a  closer  view  of  ability  shows  that  it  is  not  exactly  proportiona? 
to  wealth  or  income.  A  man  whose  salary  is  $1,000  a  year  may  be  less 
able  to  spare  ten  per  cent,  of  his  income  than  a  man  whose  salary  is 
$10,000.  In  the  former  case  the  loss  of  $100  may  mean  the  sacrifice  of 
necessaries,  while  in  the  latter  the  loss  of  $1,000  may  be  scarcely  felt. 
In  both  cases  an  equal  per  cent,  is  paid,  when  there  is  by  no  means 
equality  of  sacrifice. 

Therefore  the  tendency  of  present  day  thought  is  toward  a  pro- 
gressive or  graduated,  rather  than  a  proportional  income  or  property 
tax.  It  is  difficult  to  say  what  the  rate  of  progression  should  be.  This 
can  only  be  determined  by  experiment.  If  a  moderate  degree  of  pro- 
gression be  found  to  produce  no  ill  effects  it  is  probable  that  the  rate 
will  be  increased  until  a  considerable  part  of  large  incomes  will  be 
taken  by  the  state. 

The  taking  of  more  than  a  proportional  share  of"  the  incomes  of 
the  rich  has  been  called  confiscation,  plunder  and  robbery,  as  distin- 
guished from  equal  and  equitable  taxation.  In  early  times  government 
existed  chiefly  for  the  benefit  of  the  few  and  taxation  consisted  largely 
in  plundering  the  poor  and  helpless  to  supply  the  wants  of  the  rich 
and  strong.  The  tendency  of  democratic  government  is  in  the  opposite 
direction,  and  although  the  poor  still  pay  a  large  part  of  the  taxes,  they 
are  beginning  to  realize  that  thy  can,  if  they  will,  compel  the  rich  to 
bear  the  greater  part  of  the  burden.  There  is  great  danger  in  this 
tendency  and  it  may  go  so  far  as  to  work  injury  to  both  rich  and 
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poor,  yet  in  moderation  it  must  be  regarded  as  a  movement  toward 
greater  justice  in  the  distribution  of  taxation. 

From  this  line  of  argument  it  would  appear  as  though  the  fairest 
of  all  taxes  would  be  a  progressive  income  tax,  taking  a  very  small 
per  cent,  from  small  incomes,  but  an  increasing  per  cent,  from  larger 
revenues,  thus  throwing  the  chief  burden  of  government  upon  the 
shoulders  of  those  best  able  to  bear  it. 

Unfortunately,  the  income  tax  is  condemned  by  the  best  American 
writers  on  practical  grounds,  as  difficult  to  collect  and  as  encouraging 
lying  and  perjury.  The  best  we  can  do,  then,  is  to  modify  and  adjust 
our  present  system  of  taxation  so  as  to  approach  as  nearly  as  possible 
co  a  progressive  income  tax.  This  is  being  done  in  many  states,  in- 
cluding Colorado,  by  raising  as  much  revenue  as  possible  by  taxes  on 
intangible  property,  franchises  and  inheritances,  and  hope  of  further 
progress  lies  in  the  extension  of  these  methods. 

A  different  but  very  plausible  line  of  argument  is  that  pursued  by 
Henry  George  and  his  followers,  who  think  that  they  can  clearly  dis- 
tinguish, in  the  production  of  wealth,  the  work  of  the  individual  from 
that  of  nature  and  of  society  at  large.  The  individual,  they  say,  has 
not  produced  sunshine,  air  or  land— therefore  he  ought  not  to  be  allowed 
to  appropriate  these  things.  Sunshine  and  air  are  free  and  have  no 
value,  but  land  is  capable  of  being  appropriated  and  has  a  value  which 
is  due  solely  to  the  activity  of  society  and  not  to  any  efforts  of  indi- 
vidual men. 

The  value  of  land  is  the  "unearned  increment,"  the  product  of 
nature  and  society,  which  ought  to  belong  to  the  power  that  has  cre- 
ated it  and  to  it  alone.  This  value  can  be  taken  by  society  in  the  form 
of  a  single  tax  on  land,  which  will  be  amply  sufficient  for  all  the  rea- 
sonable expenses  of  government.  Land  values,  they  say,  are  the  only 
"social  values."  All  other  values  are  due  to  the  work  and  enterprise 
of  individuals  and  ought  to  belong  exclusively  to  them.  All  forms  of 
taxation,  except  the  tax  on  land  values,  are  plunder,  robbery,  con- 
fiscation. 

This  is  a  curious  and  one-sided  view  of  the  work  performed  by 
nature  and  by  society  in  the  production  of  wealth.  To  say  that  the 
value  of  an  acre  of  land  is  due  to  society,  and  to  deny  that  the  value 
of  a  bushel  of  wheat  is  also  a  social  value,  is  to  ignore  wholly  the  im- 
portance of  social  demand  in  fixing  the  prices  of  articles  produced  by 
human  labor  from  materials  supplies  by  nature.  If  society  did  not 
exist  there  would  be  no  demand  for  commodities,  and  no  matter  how 
much  time  and  effort  a  man  might  put  upon  a  piece  of  work,  it  would 
have  no  value,  no  market  price.  In  this  sense  all  values  are  social 
values  and  contain  an  element  of  unearned  increment,  because  of  the 
co-operation  of  society  with  the  individual  in  demand  for  commodities. 

Besides  this,  society  does  in  a  very  strict  sense  co-operate  with  the 
individual  in  the  production  or  supply  of  commodities.  Indeed,  society 
produces  the  individual  and  all  that  he  creates,  and  is  a  partner  in 
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every  productive  enterprise,  great  or  small.  The  individual  hafe  no 
right  to  claim  to  have  produced  anything  alone  and  unaided. 

If  any  persons  can  claim  to  have  an  exclusive  right  to  what  they 
have  produced,  it  is  surely  the  great  scientists  and  inventors,  who  have 
enriched  the  world  with  the  creations  of  hand  and  brain.  Such  men 
as  Watt,  Stephenson,  Morse,  Bell,  Bessemer  and  Roentgen  were  surely 
entitled  to  all  they  could  get  from  the  sale  of  their  great  inventions, 
and  society  had  no  rights  at  all  in  the  matter. 

Society  can  reply  that  all  these  men  owed  their  life,  health,  educa- 
tion and  opportunities  to  their  social  environment,  and  that  if  they  had 
not  "seized  time  by  the  forelock,"  some  other  men  would  have  done  it 
in  a  very  short  time.  In  all  these  cases  the  persons  who  obtained 
the  glory  and  reward  were  but  the  last  of  a  long  series  of  obscure 
scientists  and  inventors,  who  successively  took  all  the  steps  but  the 
last,  and  who  shall  say  they  were  less  meritorious  than  the  distin- 
guished men  whose  names  we  know? 

In  such  an  argument  as  this,  as  in  the  discussions  of  theologians 
concerning  the  sovereignty  of  God,  the  inevitable  conclusion  is  that  the 
human  individual  cannot  do  anything  apart  from  his  environment,  and 
that  human  merit  is  a  vanishing  quantity.  The  production  of  wealth 
is  a  work  of  co-operation,  in  which,  as  in  a  machine,  the  humble  and 
obscure  pivot  is  as  necessary  to  the  final  result  as  the  prominent  and 
magnificent  flywheel. 

What  shall  we  say,  then,  of  "unearned  increments,"  unless  we  say 
that  all  increments  are  to  a  large  extent  unearned  and  all  values  are 
chiefly  social  values?  All  property,  then,  in  justice  belongs  to  society 
and  any  system  of  taxation  is  just  which  can  be  shown  to  be  necessary 
for  the  greatest  good  of  all  concerned. 

That  the  present  distribution  of  wealth  is  equal  or  equitable  no 
man  can  reasonably  maintain.  C.  B.  Spahr  has  shown,  in  his  interest- 
ing book  on  "The  Present  Distribution  of  Wealth  in  the  United  States," 
that  one-half  of  the  wealth  of  the  United  States  is  owned  by  one-tenth 
of  the  people  of  the  country,  while  one-sixth  of  the  people  receive  three- 
tenths  of  all  incomes.  The  poor  are  not  growing  poorer,  but  the  rich 
are  growing  richer  far  more  rapidly  than  the  poor  are  becoming  less 
poor. 

Carnegie,  Rockefeller  and  other  great  benefactors  appear  to  appre- 
ciate the  significance  of  figures  such  as  these,  and  it  would  seem 
that  they  regard  their  gifts  not  as  charitable  donations,  but  as  acts  of 
justice. 

While  the  present  Avriter  does  not  approve  of  taxation  for  the  pur- 
pose of  redistributing  wealth,  he  cannot  but  think  that  in  framing  a 
system  of  taxation  our  legislators  ought  to  take  into  consideration  the 
inequitable  manner  in  which  wealth  is  now  distributed  and  in  laying 
burdens  upon  men's  shoulders  to  make  allowance  for  the  burdens  they 
already  bear. 
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Nature  has  already  discriminated  against  some  individuals  and  in 
favor  of  others.  The  industrial  system  is  so  arranged  as  to  give  to 
him  that  hath  and  to  take  away  from  him  that  hath  not.  I  is  ever 
true  that  "the  destruction  of  the  poor  is  their  poverty."  At  the  same 
time,  why  does  nature  place  stumbling  blocks  in  our  way  if  not  that  we 
may  exert  ourselves  to  cast  them  aside  or  to  climb  over  them?  The 
fact  that  wealth  is  now  unequally  distributed  is  no  warrant  for  saying 
that  it  will  always  be  so.  Legislation  can  do  much  to  improve  social 
conditions  and  an  enlightened  public  opinion  can  do  still  more. 

To  say  that  the  wealthy  classes  should  bear  more  of  the  burden  of 
taxation  is  not  to  say  that  they  are  to  be  robbed  of  their  property, 
impoverished,  or  driven  out  of  the  state.  Such  a  course  would  be  the 
height  of  folly  would  deprive  us  of  our  best  and  most  enterprising 
citizens  and  would  retard  the  growth  of  the  state  for  years  to  come. 
It  would  be  like  killing  the  goose  that  laid  the  golden  egg  and  would 
be  little  short  of  suicide. 

A  prudent  selfishness  on  the  part  of  the  poorer  taxpayers  would 
teach  them  to  lay  upon  the  investment  of  capital,  upon  intangible 
property,  franchises  and  inheritances,  no  greater  burden  than  they 
could  easily  bear,  that  capital  may  not  depart  from  the  state,  but  rather 
be  encouraged  to  remain  and  attract  other  capital  besides.  Such  a 
maxim  of  prudence  would  come  short  of  ideal  justice,  but  until  we 
have  more  interstate  comity  or  a  national  system  of  taxation  this  is 
all  that  can  be  done. 

The  principle  of  "charging  what  the  traffic  will  bear"  has  been  com- 
mended by  President  Hadley  as  a  convenient  and  just  method  of  deter- 
mining railway  rates  and  the  prices  of  all  commodities.  Perhaps  he 
is  right.  Anyway,  it  would  seem  as  though  the  principle  could  be 
advantageously  and  justly  applied  to  the  distribution  of  the  burdens 
of  taxation  with  injury  to  few  and  benefit  to  many. 


CHapter  V  —Taxation  of  Personal  Property* 


American  writers  on  questions  of  public  finance  have  loug  been 
accustomed  to  denounce  the  general  property  tax  in  unmeasured 
terms,  and  when  we  inquire  concerning  the  evils  of  which  they  com- 
plain, we  find  them  rooted  and  grounded  in  the  inequalities  and  eva- 
sions connected:  with  the  taxation  of  personal  property.  If,  there- 
fore, reform  could  be  secured  in  this  regard,  the  American  system  of 
state  and  local  taxation  would  not  be  worse,  but  rather  better,  tnau 
any  system  of  taxation  in  the  civilized  world. 

In  the  new  revenue  law  the  term  personal  property  is  defined  as 
including  "everything  which  is  the  subject  of  ownership,  whether  tan- 
gible or  intangible,  and  not  included  within  the  term  real  estate."  If 
all  personal  property  were,  from  the  standpoint  of  the  assessor,  tangi- 
ble, visible  or  discoverable,  the  assessment  of  such  property  would 
present  no  insuperable  difficulties.  Cattle,  horses,  carriages,  machin- 
ery, furniture,  merchandise  and  the  like  can  readily  be  found,  and  an 
expert  assessor  should  be  able  to  value  them  with  some  degree  of  ac- 
curacy and  equality. 

On  the  other  hand,  money  and  credits,  mortgages,  stocks  and 
bonds,  diamonds,  jewelry,  silver  plate  and  other  invisible  personalty, 
are  not  easy  to  find,  and  when  found  cannot  be  justly  valued  because 
of  what  remains  concealed.  In  early  days  the  personal  property  of 
American  citizens  consisted  chiefly  in  flocks  and  herds,  stocks  of  hay, 
grain,  merchandise  and  other  visible  wealth,  and  the  few  persons  who 
held  mortgages  and  other  legal  claims  were  well  known  and  their 
wealth  could  easily  be  ascertained.  The  assessor  and  all  the  other 
neighbors  of  the  rich  farmer  or  merchant  could  make  a  close  estimate 
of  his  property,  both  real  and  personal,  their  knowledge  extending 
even  to  his  wife's  jewelry,  silver  plate  and  fine  china. 

Such  conditions  prevail  in  country  districts  at  the  present  day, 
but  in  towns  and  cities  there  is  a  large  amount  of  personal  property, 
much  of  which  it  is  possible  to  conceal  from  the  eyes  of  the  county 
assessor,  and  which,  therefore,  largely  escapes  assessment  and  tax- 
ation. One-third  of  the  population  of  the  United  States  Jive  in  cities, 
and  these  people  own  more  than  three-fourths  of  the  nation's  wealth. 
A  great  portion  of  this  wealth  consists  not  in  land,  buildings,  mer- 
chandise and  other  visible  and  tangible  property,  but  in  the  stocks 
and  bonds  of  corporations,  representing  an  invisible  and  intangible 
value  greatly  in  excess  of  the  visible  and  tangible  property  with  which 
it  is  connected. 
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To  retain  a  system  of  taxation  which  may  have  been  well  suited 
to  primitive  times  and  conditions,  is  to  perpetuate  antiquated  methods 
which  must  work  greatest  hardship  where  they  are  most  efficiently 
applied.  In  fact,  the  system  is  widely  recognized  as  being  out  of  date, 
and  in  the  more  progressive  states  of  the  Union  is  rapidly  passing 
away. 

In  the  year  1850  the  true  value  of  all  property  in  the  United  States 
was  estimated  at  $7,135,000,000.  In  that  year  the  assessed  valuation 
for  purposes  of  taxation  was  $0,024,000,000,  real  estate  being  valued  at 
$3,899,000,000  and  personal  property  at  $2,125,000,000.  By  the  census 
of  1890  the  real  estate  of  the  United  States  was  valued  at  $39,544,000,- 
000  and  the  personal  property  at  $25,492,000,000,  making  a  total  of  $65,- 
037,000,000.  In  the  same  year  the  total  assessed  valuation  was  only 
$25,473,000,000,  of  which  $18,950,000,000  was  the  assessed  valuation  of 
real  estate  and  $6,516,000,000  that  of  personal  property. 

Not  only  does  the  greater  part  of  personal  property  throughout  the 
United  States  escape  taxation,  but  in  a  commercial  center  like  the 
state  of  New  York  a  still  greater  proportion  of  such  property  is  un- 
assessed  and  untaxed. 

In  that  state  in  the  year  1890  real  estate  was  assessed  at  $3,403,- 
000,000,  while  personal  property  was  set  down  at  the  ridiculous  valua- 
tion of  $382,000,000— a  sum  hardly  equal  to  half  of  the  bank  deposits 
of  the  city  of  New  York  alone.  In  the  city  of  Brooklyn  in  the  year 
1895  less  than  two  per  cent,  of  the  taxes  fell  upon  personal  property, 
the  remaining  ninety-eight  per  cent,  being  paid  by  the  owners  of  land 
and  buildings  in  that  city. 

In  the  state  of  Colorado  in  the  year  1890  real  property  was  as- 
sessed at  $155,000,000  and  personal  property  at  $65,000,000,  although 
the  census  of  that  year  estimated  the  value  Of  real  estate  at  $603,000,- 
000  and  personal  property  at  $542,000,000. 

Many  more  such  figures  could  be  given  to  prove  beyond  a  doubt  thai 
throughout  the  United  States  the  owners  of  real  estate  pay  by  far 
the  greater  part  of  state  and  local  taxes,  while  the  owners  of  personal 
property,  especially  in  cities,  continually  evade  a  large  part  of  their 
just  burdens. 

In  so  far  as  visible  personalty  is  concerned,  the  failure  to  assess 
must  be  due  to  incapacity  on  the  part  of  the  assessors  themselves.  A 
large  part,  however,  of  personal  property  is  invisible  and  undiscover- 
able  so  long  as  the  attempt  is  made  to  assess  it  in  the  hands  of  the 
owners  and  not  at  its  origin  or  source.  It  is  not  revealed  because  the 
owners  refuse  to  tell  the  truth  in  making  out  their  tax  schedules  and 
do  not  hesitate  to  commit  perjury  when  called  upon  to  confirm  their 
false  statements  by  a  solemn  oath. 

So  widespread  is  the  corruption  of  public  morals  resulting  from 
our  defective  methods  of  assessment  that  lying  and  perjury  in  connec- 
tion with  the  making  of  tax  schedules  are  no  longer  considered  to  be 
other  than  venial  sins.    Clergymen  do  not  preach  against  the  evil,  and 
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a  jury  of  twelve  men  could  hardly  be  found  in  the  whole  of  Colorado 
who  would  send  a  man  to  prison  for  such  a  crime.  If  a  destroying- 
angel  were  to  come  to  Denver  with  full  intent  to  annihilate  the  city 
unless  there  could  be  found  in  it  fifty  righteous  men,  who,  possessing 
a  considerable  amount  of  invisible  personal  property,  never  failed  to 
declare  the  whole  of  it  to  the  county  assessor,  we  might  well  tremble 
for  the  safety  of  our  rich  and  beautiful  city.  The  evil  is  great  and 
the  sinners  are  many,  but  who  is  prepared  to  cast  the  first  stone? 

The  casuistry  practiced  by  these  tax-evaders  exceeds  in  subtlety 
the  dialectics  of  any  sophist  or  Jesuist  that  ever  lived.  The  intent  of 
the  law,  they  say,  is  that  all  people  should  be  taxed  equally.  Now,  if 
one  man  declares  his  personal  property  while  others  refuse  to  do  so 
it  is  plain  that  unequal  taxation  is  the  result,  the  burden  being  borne 
by  the  honest  man.  Also-  a  tax  of  two  per  cent,  on  a  bond  yielding 
only  five  per  cent,  interest  reduces  the  net  income  to  three  per  cent., 
and  is  an  excessive  and  unjust  exaction  when  compared  with  the  taxa- 
tion of  land  and  buildings,  which  are  frequently  assessed  at  less  than 
half  of  their  true  value.  Again,  to  tax  a  bond  or  mortgage  when  the 
property  on  which  the  claim  is  based  has  once  been  taxed  is  nothing- 
less  than  double  taxation  and  therefore  unjust.  Now  the  object  of  an 
oath,  they  say,  is  to  discover  truth  and  to  secure  righteous  dealing 
between  man  and  man.  But  oaths  in  confirmation  of  tax  schedules  do 
not  secure  that  end,  and  since  the  end  justifies  the  means,  the  practice 
of  a  little  mental  reservation  better  secures  the  ends  of  justice  than 
blind  conformity  to  the  strict  letter  of  the  law. 

By  arguments  such  as  these  the  taxpayer  stifles  his  conscience  and 
justifies  himself  in  preparing  a  schedule  such  as  will  not  excite  suspi- 
cion in  the  mind  of  the  assessor  nor  lead  him  to  order  a  special  investi- 
gation. He  has  no  household  property  above  the  exemption  of  $200 
allowed  by  law,  for  he  is  sure  that  his  furniture  costing  $600  would  not 
bring  a  third  of  that  amount  at  a  forced  sale.  His  grand  piano,  costing 
$1,500,  he  sets  down  at  $200.  His  automobile  he  values  at  the  same 
figure,  his  horses  at  $50  apiece.  His  bank  deposits,  which  were  $500 
in  the  month  of  March,  have  since  then  been  reduced  to  $200.  His 
stocks  and  bonds,  if  he  mentions  them  at  all,  are  set  down  at  one- 
tenth  of  their  true  value.  The  diamonds,  jewrelry,  silver  plate  and 
china  belonging  to  the  members  of  his  family  are  valued  at  a  nominal 
sum.  If  he  has  any  debts  he  is  careful  to  obtain  the  full  deduction 
which  the  law  allows,  and  when  the  schedule  is  finally  completed, 
signed  and  sworn  to,  the  taxpayer  is  glad  that  a  disagreeable  duty  is 
performed  and  hopes  to  hear  no  more  of  it  for  at  least  a  year  to  come. 

On  the  other  hand,  the  administrators  of  estates  and  other  people 
who  hold  property  in  trust  are  compelled  to  make  a  true  and  full  decla- 
ration, with  the  result  that  the  income  from  estates,  perhaps  the  prop- 
erty of  widows  and  orphans,  is  often  reduced  to  a  pitiable  extent,  with 
no  recourse  at  law,  even  in  a  case  of  outrageous  and  palpable  injus- 
tice. 
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If  all  personal  property,  including  the  value  of  franchises  and  other 
intangible  property,  could  be  equally  taxed,  the  result  would  approxi- 
mate to  a  proportional  income  tax,  and,  except  in  case  of  extravagant 
expenditure,  the  burden  upon  the  taxpayers  would  not  be  more  than 
they  could  bear.  If,  also,  such  taxes  could  be  assessed  and  collected  by 
the  officials  of  government,  relying  upon  their  own  investigations  and 
not  upon  the  sworn  statements  of  taxpayers,  there  would  be  little  or  no 
opportunity  for  evasion,  and  few  would  object  to  a  system  under  which 
none  would  escape  taxation,  and  none  would  bear  an  unfair  burden,  but 
all  would  pay  in  proportion  to  ability,  as  measured  by  property  or 
income. 

From  the  figures  given  above  one  might  infer  that  to  attempt  the 
taxation  of  all  personal  property  would  be  to  attempt  an  impossible 
task.  The  experience  of  Colorado  during  the  past  two  years  has  shown 
that  such  is  not  the  case.  It  clearly  indicates,  on  the  contrary,  that 
the  greater  part  of  personal  property  can  be  taxed,  provided  that  suit- 
able means  are  devised  for  the  attainment  of  that  ena. 

In  the  year  1900  the  visible  and  invisible  personalty  of  Colorado  was 
assessed  at  $43,900,000,  but  in  the  following  year  the  same  property 
was  valued  at  about  twice  that  amount.  Merchandise  and  capital  em- 
ployed in  manufactures,  assessed  in  1900  at  $10,300,000,  was  valued  in 
1901  at  about  $21,000,000.  Animals,  formerly  assessed  at  $14,200,000, 
were  now  valued  at  $25,000,000.  Musical  instruments  were  valued  at 
•];867,000  in  the  former  year  and  in  the  latter  at  $1,900,000.  These 
agures  show  that  it  is  by  no  means  impossible  to  assess  the  visioie 
personalty  as  near  to  its  full  cash  value  as  may  be  considered  neces- 
sary or  desirable.  The  first  step  toward  reform  has  thus  been  taken, 
and  consists  in  a  strict  enforcement  of  the  law  which  provides  that  all 
property,  real  and  personal,  "shall  be  assessed  at  its  full  cash  value." 

The  second  step  toward  reform  has  to  do  with  invisible  personal 
property,  such  as  cannot  be  seen  or  found  by  the  assessor  without 
the  assistance  and  co-operation  of  the  taxpayer.  In  the  year  1900  bank 
stock  and  shares  in  other  corporations  were  assessed  at  $2,000,000,  but 
in  1901  they  were  valued  at  $6,500,000.  Similarly,  in  1901,  money, 
credits,  bonds  and  other  evidences  of  indebtedness  were  assessed 
over  $15,000,000,  whereas  they  had  formerly  been  valued  at  only  $5,- 
700,000.  It  is  thus  evident  that  it  is  not  impossible  to  increase  the 
assessment  of  invisible  personalty  even  if  it  must  be  done  by  the 
assessors  in  an  arbitrary  way. 

But  much  of  this  property  is  invisible  only  when  we  try  to  assess 
it  in  the  hands  of  the  holders  of  the  securities.  When  we  approacn 
the  source  of  income  it  is  easy  to  perceive  and  not  difficult  to  assess. 
Already  most  of  the  taxes  on  bank  stock  and  shares  of  other  corpora- 
tions are  paid,  not  by  the  owner  of  the  shares,  but  by  tne  corpora- 
tion itself,  before  dividends  are  declared.  This  is  taxation  at  the 
source  and  reaches  the  individual's  income  far  more  surely  than  any 
attempt  to  estimate  the  value  of  stock  in  his  possesssion.    Also  it 
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reaches  the  non-resident  stockholder,  who  ought  not  to  escape  taxation 
merely  because  he  lives  outside  of  the  state  or  county  in  which  his 
property  is  situated. 

Again,  according  to  the  new  law,  mortgages  are  not  to  be  taxed, 
but  the  mortgaged  property  is  to  be  assessed  as  a  unit  and  the  whole 
tax  must  be  paid  by  the  borrower.  However  imperfect  this  solution 
of  the  question  of  the  taxation  of  mortgages  may  be,  it  is  probably 
the  best  that  can  be  secured  and  part  of  the  benefit  will  no  doubt 
accrue  to  the  borrower  in  the  form  of  decreased  interest  on  mortgage 
loans.  Here  again  we  have  taxation  of  personal  property  at  the  source 
and  some,  at  least,  of  the  tax  must  fall  upon  the  lender  because  of  the 
lower  rates  of  interest. 

Deducting  from  the  total  assessment  of  invisible  property  in  Colo- 
rado the  amount  of  bank  stock,  shares  in  other  corporations  and  mort- 
gages taxed  at  the  source,  we  have  left  a  very  small  sum,  representing 
invisible  personalty  in  the  form  of  bonds,  shares  in  foreign  and  domes- 
tic corporations  not  taxed  at  the  source,  money,  book  credits,  jewelry, 
silver-plate  and  a  few  other  items  of  slight  importance.  Perhaps  all 
this  property  in  the  assessment  of  1901  amounted  to  $8,000,000  out  of 
a  total  assessment  of  $460,000,000,  being  less  than  two  per  cent,  of  the 
total  valuation,  but  discovered  by  the  assessor  only  with  difficulty  and 
great  cost,  financial  and  moral. 

Can  there  be  any  serious  objection  to  exempting  from  taxation  this 
trifling  amount  of  personal  property  in  view  of  the  many  evils  con- 
nected with  the  assessment  and  taxation  of  it?  The  tendency  of  finan- 
cial legislation  in  many  states  is  toward  such  exemption  and  it  seems 
as  though  Colorado  were  moving  in  the  same  direction. 

The  loss  of  revenue  due  to  the  exemption  of  invisible  personalty  in 
the  hands  of  the  owner  will  be  more  than  made  up  by  the  taxation  of 
the  greater  part  of  this  property  at  the  source  whence  the  income  is 
derived.  Perhaps  the  most  important  of  all  problems  in  taxation  is 
that  concerning  the  just  and  prudent  taxation  of  corporations,  a  sub- 
ject which  would  require  volumes  for  its  satisfactory  discussion.  It 
is  safe  to  say,  however,  that  if  corporations  are  adequately  taxed  on 
an  assessment  based  on  the  market  value  of  their  stocks  and  bonds, 
there  can  be  no'  reason  why  those  securities  should  be  taxed  again  in 
the  hands  of  the  holders,  whose  income  has  already  been  taxed  at  the 
source. 

What  personal  property,  then,  is  left?  Only  a  little  money,  some 
jewelry,  silver,  plate  and  perhaps  a  few  promissory  notes  and  book 
credits— amounting  to  a  trifling  sum,  all  told,  and  still  more  trifling 
when  we  consider  that  the  assessor  has  no  means  of  discovering  such 
property  except  by  the  good  will  of  the  honest  taxpayer. 

Instead  of  taxes  on  these  things  we  may  place  the  inheritance  tax, 
which  is  yet  in  its  infancy,  but  which  can  be  extended  in  principle 
and  application  so  as  to  compensate,  if  necessary,  for  the  defects  of 
whatever  system  of  taxation  may  be  developed  in  the  course  of  time. 
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In  any  case,  improvement  in  taxation  is  being  sought  in  the  most  pro- 
gressive states  and  by  the  most  diligent  students  along  the  lines  indi- 
cated above,  and  a  constantly  increasing  proportion  of  state  and  local 
revenues  is  being  derived  from  the  taxation  of  corporations,  franchises 
and  inheritances. 


Chapter  VI — Taxation  of  Corporations. 


Let  it  be  admitted  at  the  beginning  of  this  discussion  that  all  prop- 
erty, tangible  and  intangible,  situated  within  the  state  of  Colorado, 
should  be  assessed,  as  the  law  provides,  at  its  full  cash  value,  whether 
it  belongs  to  individuals  or  to  those  associations  of  individuals  known 
as  corporations.  When  we  have  established  some  degree  of  equality 
of  taxation  it  will  be  time  to  discuss  the  advisability  of  some  system 
of  progressive  taxation.  Until  then  we  shall  have  no  starting  point 
for  further  reforms,  no  standard  by  which  to  measure  the  degree  of 
discrimination  which  it  may  be  desirable  to  establish. 

Another  assumption  which  we  may  safely  make,  is  that  taxes 
should  be  regarded  by  owners  of  property  as  part  of  the  fixed  charges 
or  cost  of  holding  or  managing  such  property,  a  percentage  of  value 
which  must  be  deducted  from  gross  receipts  before  any  net  revenue 
or  income  can  appear.  The  farmer  must  pay  taxes  on  land  which  he 
does  not  cultivate,  the  merchant  on  merchandise  which  he  does  not  sell, 
and  the  manufacturer,  before  he  earns  any  profits,  must  give  to  the 
government  his  due  proportion  of  the  taxes  which  it  is  necessary  or 
desirable  to  levy.  If  these  individuals  cannot  pay  their  taxes  and  meet 
the  other  expenses  incident  to  the  holding  and  using  of  property,  they 
are  obliged  to  surrender  that  property  into  the  hands  of  those  who  can 
use  it  better.  Individuals  are  treated  in  this  way,  and  it  is  hard  to  see 
why  any  discrimination  should  be  made  in  favor  of  corporations. 

In  so  far  as  this  is  a  hardship,  it  is  one  that  should  be  common  to 
all,  and  when  equality  is  thus  secured,  it  will  be  found  that  the  burden 
will  not  bear  unduly  upon  the  shoulders  of  any.  If  all  the  property 
of  Colorado,  tangible  and  intangible,  were  assessed  at  its  full  cash 
values,  the  total  assessment  would  not  be  less  than  $1,000,000,000,  and 
might  be  much  more  than  that.  In  such  a  case  the  entire  expenditure 
for  state  and  local  purposes  would  not  be  so  great  as  to  demand  a 
levy  of  10  mills  upon  the  assessed  valuation,  and  who  can  say  that 
such  a  tax  would  be  an  excessive  burden  upon  any  owner  of  property 
in  this  rich  and  growing  state? 

If,  then,  all  property  is  to  be  assessed  at  its  full  cash  value,  the 
chief  question  concerning  the  taxation  of  corporations  must  be  to  dis- 
cover accurate  methods  of  estimating  the  value  of  corporate  property, 
tangible  and  intangible.  Not  until  this  is  done  can  the  assessment  and 
collection  of  taxes  be  based  upon  anything  better  than  a  clever  guess. 

The  value  of  any  property,  under  normal  conditions,  is  the  amount 
which  it  would  bring  when  placed  upon  the  market  in  the  ordinary 
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course  of  business,  or  at  a  "fair  voluntary  sale."  It  takes  times  to  sell 
a  valuable  property;  mistakes  are  sometimes  made  by  buyers  ana 
sellers;  there  are  fluctuations  in  value  and  risks  which  must  be  taken; 
but  the  owner  of  a  property  usually  knows  what  he  would  be  willing 
to  take  for  it,  and  a  prospective  buyer,  if  he  understands  his  business, 
can  make  a  pretty  accurate  estimate  of  what  the  property  is  worth 
to  him  or  to  the  capitalist  whom  he  represents.  In  short,  the  value 
of  a  property,  corporate  or  otherwise,  is  something  which  exists  and 
which  may  be  discovered,  approximately,  at  least,  by  those  who  are 
willing  and  able  to  make  the  necessary  investigation. 

The  assessor,  then,  must  put  himself,  as  far  as  possible,  in  the  place 
of  both  owner  and  purchaser,  taking  into  consideration  every  circum- 
stance which  they  would  consider  in  selling  and  buying  the  property 
in  question.  To  say  that  the  county  assessors  and  the  State  Board  of 
Equalization  cannot  do  this  and  never  will  be  able  to  do  it,  is  to  say 
that  the  hope  of  obtaining  to  any  degree  of  equality  in  taxation  is  only 
an  idle  dream. 

Among  the  facts  which  a  possible  buyer  would  take  into  considera- 
tion in  estmating  the  value  of  corporate  property  may  be  mentioned 
the  cost  of  construction  of  the  plant,  together  with  the  cost  of  estab- 
lishing the  business,  the  cost  of  reproduction  and  the  possibility  of  com- 
petition, the  capitalization  in  stocks  and  bonds,  the  market  value  of  tne 
stocks  and  bonds,  the  gross  earnings,  the  net  earnings,  and  the  possi- 
bility or  probability  of  an  increase  of  net  earnings.  Some  of  these 
factors  are  more  important  than  others,  but  all  of  them  would  receive 
due  consideration  before  a  careful  business  man  would  offer  to  buy  or 
recommend  his  clients  to  buy  the  property  concerned. 

The  cost  of  production  alone  is  no  criterion  of  the  present  value 
of  a  property,  because  that  cost  may  be  higher  or  lower  than  the  cost 
of  producing  and  establishing  a  similar  business  at  the  present  time. 
Even  the  cost  of  reproduction  is  not  in  itself  a  satisfactory  measure 
of  value,  for,  as  in  the  case  of  the  Western  Union  Telegraph  Company, 
the  value  of  plant,  franchises  and  connections  may  far  exceed  the 
amount  which  a  competing  company  would  need  to  pay  for  similar 
advantages.  In  such  a  case,  also,  it  would  be  well  nigh  impossible 
to  estimate  the  cost  of  securing  rights  of  way  and  the  expense  of  es- 
tablishing a  successful  competition.  Again,  in  the  case  of  an  unsuc- 
cessful enterprise,  the  cost  of  reproduction  would  exceed  the  value  of 
the  business  as  a  paying  investment. 

The  market  value  of  stocks  and  bonds  is  often  a  good  indication 
of  the  value  of  a  corporation's  property  and  business,  but  it  is  by  no 
means  an  infallible  test.  When  stock  of  the  Anaconda  gold  mine  was 
selling  at  $1  it  was  earning  no  dividends  and  now  that  it  is  worth  only 
15  cents,  no  dividends  are  paid,  showing  that  the  speculative  value  of 
stocks  may  vary  greatly  without  giving  any  reliable  indication  of  the 
value  of  the  property. 
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In  the  case  of  a  corporation  engaged  in  manufacture  or  other  reg- 
ular form  of  business  in  which  mathematical  calculations  are  possible, 
the  market  value  of  the  stocks  may  enable  an  investor  to  form  an 
approximate  estimate  of  values,  but  not  without  an  investigation  car- 
ried beyond  a  superficial  glance  at  the  quotations  on  the  financial  page 
of  a  daily  paper.  Sometimes  these  quotations  are  merely  nominal,  no 
sales  having  been  made  for  a  long  time.  Sometimes  the  quotations 
have  reference  to  the  occasional  sale  of  a  few  shares,  giving  no  knowl- 
edge of  the  probable  selling  price  of  the  entire  stock,  or  of  a  controlling 
interest,  or  even  of  any  large  block  of  shares.  When  sales  are  frequent 
the  quotations  are  of  greater  importance,  but  it  is  often  impossible  to 
determine  whether  they  represent  a  real  value  or  are  merely  the  result 
of  the  manipulations  of  financiers  and  speculators.  Also  the  market 
value  of  stock  is  often  based  upon  a  hope,  more  or  less  well  founded, 
of  increased  earnings  at  some  future  time. 

All  of  these  and  other  circumstances  must  be  taken  into  considera- 
tion, but  the  fundamental  and  final  question  which  a  bona  fide  pur- 
chaser must  ask  is,  what  is  the  earning  capacity  of  the  corporation, 
what  is  it  worth  as  a  source  of  income?  The  gross  earnings  are  im- 
portant as  indicating  the  magnitude  of  the  enterprise,  but  it  is  the  net 
earnings  which  constitute  the  investor's  income  and  in  which  he  is 
therefore  chiefly  interested.  A  corporation  is  worth,  then,  the  capital- 
ized value  of  present  or  prospective  earnings,  and  this  capitalized  value 
is  the  amount  which  the  property  will  bring  at  a  fair  voluntary  sale. 
When  the  net  income  is  fixed  and  certain,  as  in  the  case  of  "gilt-edged" 
bonds,  the  rate  of  capitalization  is  low,  say  four  or  five  per  cent. 
When  the  net  revenue  is  more  or  less  uncertain,  because  of  a  greater 
or  less  degree  of  risk,  the  net  revenue  will  be  capitalized  at  a  higher 
rate  of  interest,  say  six,  ten  or  twenty  per  cent.  In  any  case,  the 
buyer  will  pay,  if  necessary,  the  full  value  of  the  property,  estimated 
on  the  basis  of  present  or  prospective  net  earnings. 

Such  being  the  correct  method  of  estimating  the  value  of  corporate 
property,  the  next  question  has  to  do  with  the  immediate  incidence  of 
the  tax— whether  it  should  be  borne  by  the  stockholder  alone,  or  the 
bondholder  alone,  or  whether  it  should  be  divided  between  stock  and 
bondholders  in  proportion  to  their  respective  interests  in  the  business. 
In  considering  this  question  it  must  be  remembered  that  the  stockhold- 
ers are  the  owners  and  managers  of  the  property  and  that  the  bond- 
holders are  creditors  who  hold  a  mortgage  bearing  a  guaranteed  inter- 
est at  a  fixed  rate,  generally  low. 

The  stockholders  of  a  bonded  company,  like  the  owner  of  a  mort- 
gaged farm,  will  often  claim  that  the  mortgage  is  a  debt  and  that  rhe 
debtor  ought  not  to  pay  taxes  upon  property  really  owned  by  the 
holder  of  the  mortgage.  It  must  be  remembered,  however,  that  in 
general  such  a  debt  is  a  highly  profitable  one  and  was  contracted 
for  the  purpose  of  borrowing  money  at  a  low  rate  of  interest,  which 
could  be  used  so  as  to  earn  a  far  greater  income,  sufficient  to  pay  the 
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interest  on  the  mortgage  and  leave  a  good  margin  of  profit  besides. 
There  are  exceptions  to  this  rule,  but  the  risk  of  failure  is  not  so  greai 
as  to  deter  business  men  from  borrowing  as  much  as  they  can  when 
they  believe  themselves  able  to  secure  a  profit  thereby. 

The  bondholder  who  lends  money  at  five  per  cent,  is  not  as  a  rule 
the  person  best  able  to  bear  a  tax  of  one  per  cent,  on  the  value  of 
his  bonds  or  twenty  per  cent,  on  the  interest  he  receives.  If  he  had 
expected  to  pay  taxes  he  would  have  demanded  six  per  cent,  instead 
of  five.  Also  the  bondholder  is  not  the  person  who  earns  the  profits 
of  management  and  manipulation.  The  unearned  increment  of  busi- 
ness goes  to  the  stockholders  and  to  the  managers  and  promoters 
associated  with  them. 

Whether  such  arguments  as  these  are  ethically  sound  or  not,  there 
is  no  doubt  that  the  Supreme  Court  of  the  United  States  has  decided 
that  a  state  has  no  power  to  tax  a  non-resident  bondholder  by  deduct- 
ing part  of  his  interest  before  it  is  paid  to  him.  So  long  as  this 
decision  stands  the  state  of  Colorado  may  tax  resident  bondholders, 
but  cannot  reach  the  vast  majority  of  bondholders  who  live,  not  in 
Colorado,  but  in  New  York  or  London.  The  state  has,  therefore,  no 
recourse  but  to  adopt  one  of  two  alternatives— either  to  exempt  from 
taxation  that  portion  of  corporate  property  represented  by  the  bonds 
or  to  compel  the  stockholders  to  pay  all  the  taxes  on  all  the  property 
which  they  own  and  operate. 

If  bonded  property  were  to  be  exempt  from  taxation,  every  corpora- 
tion would  wish  to  have  its  property  bonded  to  the  greatest  possible 
extent,  and  the  state  would  be  deprived  of  a  large  portion  of  its  legit- 
imate revenue.  In  fact,  so  long  as  the  taxation  of  corporations  is  a 
matter  of  state  and  not  of  federal  finance,  so  long  will  the  whole 
burden  fall  upon  stockholders,  and  the  bondholders  will  be  exempt, 
except  in  so  far  as  they  choose  to  be  taxed  upon  their  invisible  per- 
sonalty at  the  place  where  they  reside. 

To  tax  the  property  of  corporations  on  the  basis  of  its  full  cash 
value,  while  the  property  of  individuals  was  largely  exempt,  would 
be  to  put  a  check  upon  corporate  enterprise  that  would  have  a  disas- 
trous effect  upon  present  industrial  conditions  and  upon  the  future 
development  of  the  state.  If,  however,  the  property  of  corporations, 
partnerships  and  individuals  were  assessed  at  its  full  cash  value,  there 
are  few  corporations  whose  stockholders  could  not  bear  the  burden, 
even  if  the  payment  of  dividends  were  deferred  for  a  long  time  to 
come. 

For  example,  the  Denver  City  Tramway  Company  was,  in  1901, 
assessed  at  about  $4,000,000,  although  it  had  outstanding  $5,000,000  of 
bonds  bearing  five  and  six  per  cent,  and  $5,000,000  of  stock  which  paid 
no  dividends  but  sold  at  par.  If  we  suppose  the  property  to  be  worth 
about  $10,000,000  it  is  assessed  at  forty  per  cent,  of  its  full  cash  value, 
which  does  not  seem  unreasonably  low  when  we  consider  that  the 
average  assessment  of  property  in  Colorado  is  probably  not  over  forty 
per  cent. 
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Similarly,  in  the  case  of  the  Denver  Union  Water  Company,  there 
are  $9,000,000  of  bonds  outstanding,  bearing  interest  at  five  per  cent., 
with  $2,500,000  of  preferred  and  $5,000,000  of  common  stock,  paying- 
no  dividends,  but  selling  at  about  forty  and  thirty-five  per  cent.,  re- 
spectively. The  property  was  assessed  in  1901  at  something  over 
$4,000,000,  and  if  we  guess  that  it  is  worth  $10,000,000,  here  again  we 
cannot  think  the  assessment  absurdly  low. 

Excessive  taxation  in  both  of  these  cases  would  either  prevent 
extension  and  improvement  of  the  systems  or  would  force  the  com- 
panies into  bankruptcy,  and  the  values  available  for  taxation  would 
then  scarcely  equal  the  market  value  of  the  bonded  indebtedness. 

The  assessment  of  corporations  such  as  these,  whose  business  is 
carried  on  wholly  within  the  state,  difficult  as  it  is,  is  not  so  difficult 
as  the  equitable  valuation  of  interstate  corporations,  such  as  railroads, 
and  it  is  the  assessment  of  railroads  which  has  involved  the  state 
and  county  authorities  in  a  web  of  financial  difficulties  from  which 
they  have  not  yet  been  able  to  extricate  themselves. 

In  the  year  1891  the  railroads  of  Colorado  were  assessed  at  $32,- 
771,000,  while  the  total  assessment  of  the  state  was  $231,405,000,  and 
thus  the  railroads  paid  fourteen  per  cent,  of  the  total  taxes.  In  1898 
they  were  assessed  at  $33,900,000,  or  seventeen  per  cent,  of  a  total 
assessment  of  $192,243,000.  In  1900  their  assessment  was  $33,510,000 
out  of  a  total  of  $216,776,000,  their  proportion  of  taxation  being  thus 
reduced  to  fifteen  per  cent.  In  that  year  the  railroads  of  Colorado 
paid  taxes  amounting  to  $1,107,474  on  4,587.25  miles  of  track,  exclud- 
ing side  tracks,  being  an  average  of  $245.25  per  mine,  while  all  the 
roads  in  the  United  States,  with  193,345.78  miles  of  track,  paid  state 
taxes  amounting  to  $47,415,433,  or  an  average  of  $254.78  per  mile. 

The  average  tax  per  mile  for  1900  was  in  Kansas  $255.U3,  Nebraska 
$198.86,  Missouri  $174.90,  Iowa  $159.69,  Illinois  $373.77,  Indiana  $402.69, 
Ohio  $303.79,  New  York  $561.56,  Connecticut  $995.93,  the  highest  being 
$1,411.93  in  Massachusetts,  and  the  lowest  $72.17  in  South  Dakota. 
The  net  earnings  of  all  the  railroads  in  the  United  States  in  the  year 
ending  June  30,  1900,  including  interest  on  bonds,  dividends  on  stocks 
and  funds  available  for  adjustment  and  improvements,  amounted  to 
$557,622,217.  If  we  suppose  the  roads  to  be  worth  the  capitalized  value 
of  the  net  earnings  at  five  per  cent.,  we  shall  say  that  they  were  worth 
at  most  $10,000,000,000.  Perhaps  ten  per  cent,  would  be  a  fairer  rate 
of  capitalization,  in  which  case  the  roads  would  be  worth  only  $5,- 
000,000,000.  In  any  case,  the  railroads  are  worth  not  more  than  ten 
per  cent,  of  the  total  wealth  of  the  United  States. 

In  Colorado,  however,  the  railroads  were  thought  to  be  worth  as 
much  as  fifteen  per  cent,  of  the  total  wealth,  in  spite  of  the  fact  that 
the  net  earnings  of  Colorado  railroads  had  never  been  large,  certainly 
not  equal  to  the  average  net  earnings  throughout  the  United  States. 
It  may  be  that  the  average  taxation  of  railroads  in  the  United  States 
is  too  low,  but  considering  the  unprofitableness  of  railroad  enterprise 


38 


TAXATION  IN  COLORADO. 


in  a  mountainous  and  thinly  settled  state  like  Colorado,  it  would  appear 
probable  that  increased  taxation  should  first  come  in  the  rich  and 
populous  states  of  the  East  and  Middle  West. 

However,  it  was  the  popular  opinion  that  the  railroads  of  Colorado 
had  long  been  paying  less  than  their  rightful  share  of  state  and  local 
taxation,  and  there  was  urgent  need  that  the  total  assessment  be 
increased  in  order  to  provide  the  state  with  sufficient  revenue  from 
the  4-mill  levy.  Therefore,  the  county  assessors  and  the  State  Board 
of  Equalization  in  the  year  1901  set  themselves  to  the  work  of  increas- 
ing the  valuation  on  all  classes  of  property,  and  the  railroads  were  by 
no  means  neglected. 

The  total  assessment  was  raised  from  $216,776,000  to  about  $460,- 
000,000,  an  increase  of  about  118  per  cent.  At  the  same  time  the 
assessment  of  the  railroads  was  increased  about  275  per  cent.,  from 
$33,510,000  in  1900  to  about  $122,000,000  in  1901.  The  method  employed 
by  the  State  Board  of  Assessors  and  confirmed  by  the  State  Board 
of  Equalization,  was  first  to  discover  the  market  value  of  the  stocks 
and  bonds  of  all  the  railroads  doing  business  in  Colorado.  Dividing 
the  amount  thus  obtained  by  the  total  mileage  of  the  roads,  they 
obtained  the  average  value  per  mile  of  track.  Multiplying  this  by 
4,587,  the  mileage  in  Colorado,  they  found  at  last  the  true  value  of 
the  railroads  of  Colorado— about  $175,000,000!  To  guard  against  error 
and  to  reduce  the  assessment  to  the  level  of  other  valuations,  they 
took  seventy  per  cent,  of  this  sum,  or  $122,000,000,  and  called  it  the 
railroad  assessment  for  the  year  1901.  According  to  this  valuation 
the  railroads  would  pay  over  twenty-six  per  cent,  of  all  state  and  local 
taxes  in  Colorado. 

But  the  railroads  have  refused  to  pay  their  taxes  for  1901  on  the 
basis  of  that  assessment,  alleging  that  great  injustice  has  been  done 
them  and  supporting  their  complaint  by  a  mass  of  statistics,  the  sig- 
nificance of  which  it  is  impossible  to  ignore.  They  complain  chiefly  of 
discrimination,  and  say  that  they  would  not  object  to  paying  taxes  on 
the  full  value  of  their  property,  provided  such  value  were  properly 
ascertained  and  provided  that  all  other  property  were  assessed  in  a 
similar  manner.  Anyway,  they  have  not  yet  paid  their  taxes  for  1901 
except  in  some  counties  where  a  compromise  has  been  effected.  These 
taxes  will  become  delinquent  on  August  1st,  after  which  the  railroads 
must  be  advertised  for  sale.  When  this  is  done  the  roads  will  obtain 
injunctions  from  the  courts  and  a  course  of  litigation  will  be  begun  of 
which  no  man  can  foresee  the  end.  Meanwhile  the  state  will  continue 
to  be  embarrassed  for  lack  of  revenue. 

The  railroad  assessment  for  1902  has  lately  been  made  by  the  State 
Board  of  Equalization,  and  amounts  to  about  $55,000,000.  This  is 
taking  less  than  half  of  the  figures  for  1901  and  excites  consternation 
and  indignation  in  the  minds  of  the  county  assessors,  who  declare  that 
if  this  assessment  is  allowed  to  stand  they  will  proceed  to  cut  down 
the  valuation  of  other  property  in  a  similar  manner.    Such  action 
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would  so  greatly  reduce  the  total  assessments  as  to  plunge  the  state 
still  deeper  in  the  slough  of  financial  distress,  especially  in  view  of  the 
fact  that  the  railroads  will  refuse  to  pay  taxes  on  the  new  assessment 
unless  the  valuation  of  other  property  remains  proportionately  high. 

From  this  superficial  view  of  the  difficulties  involved  in  the  taxa- 
tion of  corporations  it  must  be  evident  that  the  defects  are  to  be  found 
not  so  much  in  the  law  itself  as  in  the  administration  of  it,  which 
should  be  in  the  hands  of  a  body  of  expert  assessors  and  equalizers, 
devoting  something  more  than  their  spare  moments  for  two>  years  to 
the  solution  of  such  perplexing  economic  and  administrative  questions. 
Besides,  it  will  be  necessary  to  arrive  at  some  settlement  of  the  vexa- 
tious quarrel  between  the  counties  in  regard  to  the  4-mill  tax  for  state 
purposes  either  by  fixing  suitable  limits  for  county  levies  or  by  doing 
away  entirely  with  the  state  limit  and  basing  the  state  taxation  not 
upon  the  various  county  assessments,  but  upon  the  total  expenditure 
for  all  purposes  of  counties  and  minor  administrative  districts. 


CHapter  VII — Taxation  of  Mines. 


According  to  the  present  law  the  mines  of  Colorado  are  divided  into 
two  classes — on  the  one  hand  mines  producing  "gold,  silver,  lead, 
copper  and  other  precious  or  valuable  metals  and  minerals;"  on  the 
other  "mines  of  iron,  coal,  asphaltum,  quarries  and  lands  valuable 
because  containing  other  metals,  minerals  or  earths."  The  reason  for 
this  distinction  lies  in  the  geological  character  of  the  various  mineral 
or  rock  deposits.  Coal,  for  example,  lies  in  beds  or  strata  of  somewhat 
uniform  thickness  and  quality,  so  that,  quantity  and  quality  being 
pretty  well  known,  an  approximate  estimate  can  be  made  of  the  value 
of  the  gross  product,  the  cost  of  mining  and  selling,  and  the  probable 
net  profits. 

The  business  of  coal  mining,  at  least  to  a  capitalist  who  is  on 
good  terms  with  the  railroads,  is  not  subject  to  any  special  or  unusual 
risk,  and  it  seems  reasonable  that  coal  mines,  deposits  of  iron  ore, 
quarries  and  the  like,  should  be  "assessed  and  taxed  like  other  prop- 
erty, according  to  the  value  thereof."  However,  the  law  is  not  very 
rigidly  enforced,  as  is  evident  from  the  fact  that  the  coal  and  oil 
lands  of  Colorado,  together  with  "other  mining  lands,"  were  in  1901 
assessed  at  less  than  $5,000,000,  although  in  1900  the  production  of  coal 
alone  amounted  to  5,500,000  tons. 

No  doubt  in  every  kind  of  business  the  element  of  chance  must  be 
taken  into  account,  but  it  is  of  unusual  importance  in  the  mining  of 
gold,  silver,  lead,  copper  and  other  minerals  that  are  chiefly  found  in 
veins.  A  gold-bearing  vein,  for  example,  is  not  at  all  like  a  stratum 
of  coal.  Its  direction  cannot  be  accurately  determined,  its  width  is  a 
variable  quantity,  its  richness  cannot  be  discovered  without  actual 
exploration.  The  cost  of  mining,  the  value  of  the  ore,  the  expense  of 
treatment  and  even  the  "life"  of  the  mine  itself  are  all  unknown 
quantities,  except  in  the  case  of  a  thoroughly  developed  mine,  where 
all  possible  explorations  have  been  made  and  all  the  ore  is  actually 
"in  sight."  In  short,  the  business  of  gold  mining  is  very  like  a  lottery, 
where  the  element  of  chance  predominates,  with  a  few  great  prizes, 
some  minor  rewards  and  a  large  number  of  absolute  blanks. 

In  view  of  such  facts  as  these,  not  only  does  the  law  discriminate 
in  favor  of  mines  of  gold,  silver,  lead  and  copper,  but  it  also  makes  a 
distinction  between  producing  and  non-producing  mines,  with  intent  to 
throw  the  chief  burden  of  taxation  upon  the  richer  mines,  as  being 
those  best  able  to  bear  it.  Producing  mines  are  those  whose  gross  pro- 
duction exceeds  $5,000,  all  others  being  classed  as  non-producing. 
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^on-producing  mines  are  to  be  assessed  at  their  value,  due  regard 
being  had  to  location  and  other  guiding  circumstances,  but  they  are 
not  to  be  assessed  "at  a  greater  sum  per  acre  than  is  assessed  per  acre 
against  the  lowest  producing  mine  situated  in  the  same  locality."  In 
practice,  the  assessment  of  non-producing  mines  is,  as  a  rule,  merely 
nominal.  However,  since  the  law  provides  for  the  separate  assessment 
of  all  surface  improvements  and  machinery  at  their  full  cash  value, 
many  non-producing  mines  are  taxed,  and  mere  excavations  or  aban- 
doned claims  are  the  only  mines  that  wholly  escape  taxation. 

The  owners  of  producing  mines  are  obliged  by  law  to  make  a  sworn 
statement  to  the  assessor,  between  the  1st  and  loth  of  January  in 
each  year,  showing  the  name  of  the  mine;  the  name  of  the  owner;  the 
number  of  acres;  the  number  of  tons  of  ore  extracted  during  the  pre- 
ceding year;  the  gross  value  of  such  ore;  the  cost  of  extracting  the 
ore,  exclusive  of  the  salaries  of  officers  or  agents  not  actively  and  con- 
secutively engaged  in  or  about  the  mine;  the  cost  of  transportation  to 
place  of  reduction  or  sale;  the  cost  of  treatment,  reduction  or  sale;  and, 
linally,  the  net  proceeds  after  deducting  the  above  expenses.  In  case 
of  refusal  to  make  this  statement,  or  in  case  of  willful  falsehood,  the 
assessor  is  to  assess  the  mine  at  its  full  value.  In  case  of  willful  per- 
jury the  . person  concerned  is  to  be  prosecuted  according  to  law.  Also 
the  assessor  has  power  at  any  time  to  examine  the  books  and  accounts 
of  any  person  or  corporation  engaged  in  mining,  in  order  to  verify  the 
statements  made  and  to  determine  for  himself  the  gross  and  net  pro- 
ceeds which  form  the  basis  of  his  assessment. 

Having  thus  determined  the  value  of  the  gross  proceeds,  the  as- 
sessor is  to  take  one-fourth  of  that  amount  as  the  value  of  the  mine 
for  the  purpose  of  taxation,  except  when  the  net  proceeds  exceed  one- 
fourth  of  the  gross  proceeds,  in  which  case  the  assessed  valuation  is 
to  be  equal  to  the  net  proceeds.  In  addition  to  this,  surface  improve- 
ments and  machinery  are  to  be  assessed  at  their  full  cash  value.  Alto- 
gether, the  assessed  valuation  of  mines  producing  gold,  silver,  lead 
and  copper  is  not  by  any  means  excessive,  being  only  some  $25,000,000 
for  the  year  1901,  while  the  gross  product  for  the  preceding  year  was 
$50,000,000,  although  for  the  year  1901  it  was  only  $46,000,000. 

The  farmers  of  Colorado  are  inclined  to  claim  that  such  an  assess- 
ment as  this  is  ridiculously  low,  and  that  the  farming  counties  of  the 
state  are  thereby  compelled  to  pay  more  than  their  just  share  of  the 
state  tax  of  1  mills.  They  call  attention  to  the  fact  that  the  total  gross 
product  of  the  farms  and  ranches  of  Colorado,  including  sheep  and 
cattle  brought  to  market,  was  probably  not  more  than  $16,000,000  in 
the  year  1901,  while  in  that  year  the  assessment  of  agricultural  and 
grazing  lands,  improvements  and  animals  amounted  to  about  $80,000,- 
000  a  sum  three  times  as  great  as  the  assessed  valuation  of  all  the  gold, 
slver,  lead  and  copper  mines  in  the  state. 

The  farmers  of  Weld  county,  the  leading  agricultural  county  in 
Colorado,  have  had  a  special  grievance  against  the  miners  of  Teller 
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county  and  have  made  a  comparison  of  the  resources  and  assessments 
of  the  two  counties  to  show  that  great  injustice  is  being  done  to  the 
agricultural  interests  of  the  state  in  general  and  to  those  of  Weld 
county  in  particular.  Teller  county,  with  a  population  of  29,000  and  a 
total  mining  output  of  $18,000,000,  was  in  1001  assessed  at  $14,000,000, 
excluding  the  assessment  of  railroads,  while  Weld  county,  with  a  pop- 
ulation of  17,000  and  a  total  agricultural  product  not  exceeding  $0,- 
000,000,  was  assessed  at  $12,000,000,  railroads  again  excluded. 

In  reply  to  such  a  comparison  the  representatives  of  the  mining 
interests  claim  that  it  would  be  wed  lor  Colorado  if  the  mines  were 
wholly  exempt  from  taxation,  since  the  farming,  manufacturing  anu 
mercantile  interests  of  the  state  are  dependent  upon  the  mines  for 
their  existence  and  support.  An  enthusiastic  miner  went  so  far  as  to 
say:  "If  the  mines  were  closed  every  farm  in  Colorado  would  be 
deserted." 

The  farmers  at  once  retaliated  by  saying  that  they  were  entirely 
independent  of  the  mines,  since  the  price  of  potatoes  was  fixed,  not 
by  the  demand  in  the  mining  camps,  but  by  the  interaction  of  supply 
and  demand  in  the  eastern  markets.  Similarly,  they  asserted  that  the 
price  of  wheat  was  nxed  in  .Liverpool  and  the  prices  of  beef  and  mutton 
in  Chicago,  and  an  eloquent  representative  was  reported  as  saying:  "I 
believe  the  whole  mining  district  could  be  wiped  out  without  seriously 
ahecting  the  farmers.*'  From  this  point  of  view  it  was  held  that  mines 
should  be  assessed  at  their  full  cash  value,  and  in  answer  to  the  ques- 
tion, "How  could  one  determine  the  full  cash  value  of  a  mine  or  pros- 
pect?" the  answer  was  flung  back,  "Just  as  you  would  the  value  of  a 
hog,  a  cow  or  an  acre  of  ground." 

The  absurdity  of  such  an  answer  must  be  evident  when  we  consider 
the  fact  that  not  even  the  X-rays  could  enable  the  keen-eyed  assessors 
to  look  underground  and  observe  deposits  of  gold  and  silver  as  clearly 
as  he  could  see  a  "hog,  a  cow  or  an  acre  of  ground."  Even  to  an  expert 
mining  engineer  the  exact  valuation  of  a  mine  presents  insuperable 
difficulties.  His  estimate  is  at  best  only  approximately  correct,  as  pur- 
chasers have  often  discovered  to  their  cost.  The  future  product  can 
neither  be  seen  nor  foreseen  and  the  element  of  risk  can  never  be 
wholly  eliminated. 

The  market  value  of  mining  stock  is  in  itself  no  measure  of  the 
true  value  of  a  mine,  a  fact  well  known  to  all  speculators  on  the  min- 
ing exchange.  Even  the  actual  price  paid  for  a  mine  is  no  sure  cri- 
terion of  value,  as  has  been  observed  in  the  case  of  Stratton's  Inde- 
pendence, which  not  long  ago  sold  for  $11,000,000  but  which  would  not 
at  the  present  time  bring  one-half  of  that  amount.  The  cost  of  produc- 
tion is  no  guide  at  all,  for  millions  of  dollars  have  been  spent  in  mining 
ventures  without  a  dollar  of  net  returns.  The  gross  product  of  a  mine 
is  also  a  very  poor  indication  of  value,  since  in  many  cases  the  ex- 
penses of  mining,  transportation  and  treatment  consume  not  only  the 
whole  value  of  the  gross  product,  but  part  of  the  reserve  capital  be- 
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sides.  In  the  case  of  farming  there  is  a  fairly  constant  ratio  between 
the  value  of  the  gross  product  and  the  necessary  expenses  of  produc- 
tion, but  in  mining  no  such  general  rule  can  be  laid  down,  every 
different  mine  being  a  law  unto  itself  and  that  by  no  means  an  inva- 
riable one. 

The  present  method  of  assessing  mines  is  not  satisfactory,  since 
it  puts  too  high  a  valuation  upon  some  mines  and  too  low  an  assess- 
ment upon  others.  A  tax  of  25  mills,  based  on  an  assessment  of  one- 
fourth  of  the  gross  product,  might  amount  to  100  per  cent,  of  the  net 
product  in  one  case  and  to  less  than  three  per  cent,  in  another.  In 
the  former  case  any  increase  in  valuation  might  greatly  discourage 
mining  operations,  while  in  the  latter  the  rate  of  taxation  might  be 
doubled  or  quadrupled  without  preventing  the  continued  working  of 
so  valuable  a  property.  The  fact  that  many  mines  are  worked  by 
leasers,  who  pay  to  the  owners  as  much  twenty  or  twenty-five  per  cent, 
of  the  gross  product,  shows  that  a  tax  of  five  or  ten  or  even  fifteen 
per  cent,  upon  the  net  product  would  not  tend  to  discourage  the  work- 
ing of  producing  mines,  while  it  would  lessen  the  expense  of  operating 
non-producing  mines  and  thus  afford  a  stimulus  to  mining  enterprise 
throughout  the  state. 

The  statement  that  mining  in  Colorado  is  no  longer  an  infant 
industry  is  both  true  and  false.  It  is  true  with  regard  to  the  great 
producing  mines,  which  have  passed  the  experimental  and  speculative 
stage,  but  it  is  false  with  regard  to  the  great  majority  of  mines,  which 
are  still  nothing  more  than  prospects,  with  an  insignificant  present  and 
an  uncertain  future. 

The  value  of  a  mine  depends  wholly  upon  its  present  or  prospective 
net  product,  but  this  value  cannot  be  accurately  determined  by  cap- 
italizing the  annual  net  income,  since  there  is  no  certainty  that  this 
income  will  be  maintained  from  year  to  year.  On  the  contrary,  it  is 
certain  that  sooner  or  later  the  mine  will  cease  to  pay  the  cost  of  work- 
ing, when  it  will  be  closed  down  and  the  net  revenue  will  cease  to 
exist.  A  mine,  then,  is  not  like  a  farm,  whose  net  annual  value  is 
constant  or  increasing,  and  which,  therefore,  is  worth  the  capitalized 
value  of  that  net  income,  estimated  on  the  basis  of  some  low  rate  of 
interest,  say  six  per  cent.  It  is  more  like  a  terminable  annuity,  where 
a  given  sum  is  payable  every  year  for  a  certain  number  of  years,  after 
which  all  payments  cease.  An  actuary  could  readily  determine  the 
present  value  of  an  annuity  of  $1,000  a  year  for  five  years,,  because 
both  the  yearly  revenue  and  the  length  of  the  period  are  known  quan- 
tities. In  the  case  of  a  mine,  however,  both  of  these  quantities  are 
unknown,  for  it  is  impossible  to  determine  the  "life"  of  a  mine  and  no 
man  can  exactly  foretell  the  amount  of  the  net  product  from  year  to 
year.  The  only  known  quantity  is  the  net  product  for  the  past  or  any 
previous  year,  and  this  must  be  the  only  just  and  certain  basis  for 
assessment  and  taxation. 

If  now  it  should  be  found  that  farmers,  merchants  and  the  own- 
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ers  of  property  in  Colorado  pay  in  taxes  as  much  as  ten  per  cent,  of 
their  net  incomes,  can  any  reason  be  given  why  the  net  product  of 
mines  should  not  be  taxed  at  the  same  rate?  In  fact,  taxes  upon  lands 
and  buildings  often  amount  to  as  much  as  twenty  per  cent,  of  their 
yearly  rental  value,  and  most  owners  of  property  would  consider  ten 
per  cent,  of  the  rental  value  a  very  low  tax  indeed.  The  dividends 
of  Colorado  mines  for  the  year  1901  have  been  estimated  at  about 
$12,000,000,  which  is  probably  much  less  than  the  total  net  product 
of  all  the  mines  in  the  state,  yet  a  tax  of  ten  per  cent,  on  that  amount 
would  yield  $1,200,000,  while  a  levy  of  25  mills  upon  the  present 
assessment  of  $25,000,000  would  yield  only  $625,000.  In  the  former 
case  the  net  product  alone  would  be  taxed;  in  the  latter,  as  now,  much 
of  the  tax  would  be  paid  by  mines  yielding  no  net  profits  whatever. 

Objections  may  be  urged  to  this  plan  on  the  ground  that  the  assess- 
ors will  find  it  difficult  to  discover  the  true  net  product,  on  account  of 
dishonest  manipulation  of  accounts  and  because  of  the  payment  of 
extravagant  salaries  to  employes  who  are  also  part  owners  of  the 
properties  in  which  they  work.  Also  it  may  be  said  that  all  mine 
owners  should  pay  some  taxes,  since  the  property  of  both  producers 
and  non-producers  enjoys  the  protection  of  the  law  and  the  other 
advantages  of  government.  In  view  of  such  considerations  it  might 
be  well  to  adopt  a  method  of  compromise,  according  to  which  all  sur- 
face improvements  and  machinery  should  be  assessed,  as  now,  at  their 
full  cash  value,  while  a  tax  of  say  five  per  cent,  might  be  levied  on 
the  net  product  of  all  producing  mines.  It  might  even  be  necessary 
to  make  a  classification  of  producing  mines  for  the  purpose  of  discrim- 
inating in  favor  of  those  whose  net  product  Avas  small,  even  after 
years  of  expensive  development.  In  any  case  the  net  product  deter- 
mines the  value  of  a  mine  and  its  capability  of  bearing  a  light  or  a 
heavy  burden  of  taxation. 

The  problem  is  an  exceedingly  difficult  and  complicated  one,  not  to 
be  solved  offhand,  or  even  adequately  explained  in  a  brief  article  sucli 
as  this.  It  would  seem,  however,  as  though  it  could  be  greatly  sim- 
plified by  doing  aAvay  with  the  system  whereby  a  state  tax  of  4  mills 
is  levied  upon  the  total  assessment  of  every  county.  If  the  state  could 
derive  its  revenue  from  a  percentage  of  each  county's  total  revenue, 
there  would  no  longer  be  any  dispute  between  the  different  counties 
of  the  state  with  regard  to  the  amount  of  their  respective  assessments. 
The  assessment  of  Teller  county  would  no  longer  be  a  matter  of  con- 
cern to  the  representatives  of  Weld  county,  Lake  county  or  any  other 
county  in  the  state.  The  fair  taxation  of  mines  would  then  be  a  matter 
of  dispute  between  the  various  interests  sittiated  within  the  mining 
counties  themselves. 

The  merchants  of  Teller  county  might  object  to  the  exemption  from 
taxation  of  non-producing  mines,  or  the  light  taxation  of  gross  or  net 
product,  but  they  would  have  the  consolation  of  knowing  that  the 
miners  would  in  the  end  bear  a  large  part  of  the  increased  taxation 
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of  merchandise  and  buildings  in  the  form  of  higher  prices  of  food, 
lodging,  clothing  and  everything  else  consumed  by  them.  Therefore 
it  is  probable  that  the  representatives  of  the  mining  counties  of  Colo- 
rado would  come  to  some  agreement  concerning  the  reasonable  taxation 
of  mines  and  be  able  to  recommend  to  the  state  Legislature  a  scheme 
which  would  secure  a  considerable  degree  of  harmony  between  the  con- 
flicting local  interests  and  be  a  great  improvement  upon  the  present 
system. 


Chapter  VIII — Taxation  of  Incomes  and  In- 
heritances. 


There  is  no  "income  tax"  in  Colorado,  but  there  is  in  rhe  state  no 
form  of  taxation  which  is  not  an  income  tax.  Taxes  on  land  are  paid, 
as  a  rule,  from  the  income  of  land  owners.  Taxes  on  capital  are  paid 
out  of  the  income  of  capitalists,  or,  if  they  cause  prices  to  rise,  it  is 
the  income  of  consumers  that  must  bear  the  burden.  Thus  it  is  that, 
in  one  way  or  another,  all  incomes  are  taxed  and  all  residents  of  the 
state,  together  with  some  non-residents,  contribute  to  the  support  of 
schools,  the  building  of  roads  and  bridges,  the  maintenance  of  law 
and  order  and  all  the  necessary  or  desirable  expenses  of  government. 

Taxation  must  fall  upon  income,  but  it  should  not  take  the  whole  of 
income,  unless  the  property  from  which  it  is  derived  is  to  be  confis- 
cated by  the  state.  While  we  maintain  the  individualistic  system  of 
production,  as  opposed  to  the  socialistic  ideal,  we  must  leave  to  the 
individual  a  large  part  of  his  private  income  in  order  that  he  may 
continue  to  live  and  to  work  for  his  own  sake  and  for  the  welfare 
of  society.  The  various  activities  of  government  are  necessary  to  the 
public  welfare,  and  greatly  aid  in  the  production  of  wealth,  but  it  is 
possible  to  maintain  them  at  too  great  a  cost.  Excessive  and  wasteful 
expenditure  for  public  purposes  is  the  cause  of  excessive  taxation, 
which  takes  too  large  a  share  of  private  incomes,  discourages  industry, 
hampers  the  development  of  the  community  and  dries  up  the  very 
source  from  which  both  income  and  taxes  are  derived.  In  such  a  case 
taxation  is  hard  to  distinguish  from  plunder  and  robbery,  and  it  is 
no  wonder  that  respectable  citizens  evade  payment  in  every  possible 
way. 

But  when  the  revenues  are  carefully  and  honestly  expended  there 
is  no  need  for  burdensome  taxation,  the  portion  of  income  taken  by 
the  state  is  not  excessive  and  there  can  be  no  good  reason  why  all 
who  have  incomes  should  not  contribute  to  the  common  benefit  accord- 
ing to  their  ability.  The  followers  of  Henry  George  maintain  that  only 
incomes  from  land  should  be  taken  in  taxation,  but  so  long  as  manu- 
facturers, merchants,  promoters  and  speculators  enjoy  incomes  as  large 
as  those  of  any  land  owners  in  the  country  it  is  hard  to  see  why  they 
should  not  bear  an  equitable  share  of  the  common  burden. 

If  it  could  be  clearly  shown  that  land  owners,  capitalists,  specu- 
lators, gamblers  or  any  other  class  of  citizens  were  constantly  robbing 
the  people  of  the  whole  or  a  large  part  of  their  just  earnings,  if  might 
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be  right  and  prudent  to  tax  them  out  of  existence,  provided  that  no 
worse  evils  would  take  their  place;  but  until  this  can  be  proved  beyond 
a  doubt  it  will  be  impossible  to  find  a  better  standard  of  equity  in  tax- 
ation than  that  of  a  proportional  or  progressive  income  tax. 

If  we  say  that  people  should  pay  taxes  in  proportion  to  the  benefits 
they  receive  from  society,  can  we  find  any  better  measure  of  the  ben- 
efits received  by  an  individual  than  the  amount  of  his  yearly  income  V 
It  is  true  that  happiness  is  the  real  test  of  benefit,  but  we  have  no 
means  of  measuring  happiness  except  by  the  standard  of  wealth, 
which  the  vast  majority  of  men  most  earnestly  desire.  If  wealth  pro- 
duces happiness,  the  fortunate  owners  ought  to  pay  for  the  privileges 
and  benefits  which  they  enjoy.  If  these  do  not  make  people  happy, 
they  will  not  suffer  in  being  deprived  of  them.  In  either  case,  they 
can  afford  to  pay  taxes,  and  no  injustice  is  done. 

Similarly,  income  is  the  best  possible  test  of  ability  to  pay  taxes. 
It  is  a  better  test  than  property  alone,  since  many  people  enjoy  large 
incomes  who  have  comparatively  little  property,  but  whose  expendi- 
ture is  very  great.  Ability  to  spend  is  conditioned  by  income,  ain* 
ability  to  pay  taxes  is  best  determined  in  the  same  way.  It  has  been 
said  that  even  income  is  no  absolute  measure  of  ability,  since  persons 
with  large  incomes  may  have  large  families  to  support  and  thus  be  less 
able  to  pay  taxes  than  many  who  have  smaller  incomes  and  lignter 
expenditure.  On  the  other  hand,  a  tax  upon  net  incomes  would  dis- 
courage saving  and  investment  and  could  not  be  levied  with  any  de- 
gree of  certainty  or  equality.  In  fact,  perfection  is  impossible  in  taxa- 
tion, as  in  all  human  affairs,  and  the  taxation  of  incomes  is  to  be  rec- 
ommended, not  because  it  is  perfect,  but  because  it  approaches  more 
nearly  than  any  other  system  to  the  ideal  of  absolute  justice. 

It  is  possible,  however,  so  to  adjust  the  taxation  of  incomes  as  to 
lighten  the  burdens  of  those  unable  to  pay  much  by  throwing  a  heavier 
weight  upon  the  shoulders  of  those  who  can  easily  pay  more.  It  is 
claimed  by  some  that  the  very  poor  should  be  wholly  exempt  from 
taxation,  since  they  are  for  the  most  part  unable  to  pay.  In  harmony 
with  this  view  the  revenue  law  of  Colorado  provides  for  the  exemption 
from  taxation  of  $200  worth  of  household  property.  This  exemption, 
however,  relieves  from  taxation  many  people  who  are  by  no  means- 
poor,  while  at  times  poor  people  who  have  a  trifling  amount  of  house- 
hold furniture  pay  taxes  on  a  horse,  a  cow  or  a  set  of  tools.  It  would 
be  better  to  exempt  any  and  all  property  to  the  value  of  $200,  but  it 
would,  perhaps,  be  better  still  to  have  no  exemption  at  all.  .In  Colo- 
rado there  are  very  few  people  so  poor  as  to  be  unable  to  pay  a  small 
amount  in  taxes.  If  they  have  property  and  income  they  can  afford 
to  pay  a  little;  if  not,  they  will  not  be  obliged  to  pay.  So  far  as  pos- 
sible, all  citizens  should  be  taxpayers,  that  they  may  feel  a  personal 
interest  in  the  government  which  they  help  to  support  and  a  sense  of 
indignation  when  their  hard-earned  savings  are  squandered  by  corrupt 
and  inefficient  administrators. 
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But  it  is  not  necessary  that  taxation  should  be  exactly  proportional 
to  income.  A  certain  degree  of  progression  is  necessary  to  secure 
equality  of  treatment.  It  has  been  well  said  that  "nothing  is  so  unequal 
as  the  equal  treatment  of  unequals."  It  is  admitted  that  a  poll  tax  is 
the  most  unjust  of  taxes,  since  it  is  levied  equally  upon  both  rich  and 
poor.  Therefore,  it  is  said  that  not  an  equal  amount  should  be  taken 
from  each  person,  but  that  an  equal  proportion  should  be  taken  from 
property  or  income,  and  that  this  would  secure  equality  between  man 
and  man.  But  it  is  certain  that  as  a  rule  a  tax  of  ten  per  cent,  on  all 
incomes  will  fall  more  heavily  upon  the  poor  than  upon  the  rich. 
Ten  per  cent  of  an  income  of  $300  is  a  very  large  sum  for  a  poor  man 
to  pay,  while  a  rich  man  with  an  income  of  $300,000  might  hardly  feel 
the  loss  of  $30,000.  Such  a  tax  would  not  deprive  the  rich  of  any  of 
the  comforts  of  life,  while  to  the  poor  it  might  involve  the  sacrifice  of 
the  barest  necessities. 

From  this  point  of  view  it  would  appear  that  a  just  income  tax 
would  involve  the  taking  of  a  small  proportion  of  small  incomes  and 
an  increasing  proportion  as  incomes  increased  in  amount.  The  rate, 
therefore,  should  be  progressive  and  not  proportional,  in  order  to  secure 
equality  of  treatment  for  rich  and  poor.  If  we  ask  what  the  rate  of 
progression  shall  be,  we  are  confronted  with  a  difficulty  which  has 
caused  Professor  Bastable  and  other  conservative  economists  to  aban- 
don altogether  the  principle  of  progression  in  taxation.  They  say  that 
not  even  the  New  Psychology  could  determine  a  rate  of  progression 
which  would  secure  equality  of  sacrifice  for  all  taxpayers,  and  that 
any  scale  that  might  be  adopted  would  be  wholly  arbitrary.  They 
also  say  that  the  principle  of  progression  in  taxation  is  full  of  danger 
to  the  present  social  order.  Once  admit  the  right  of  the  poor  to  throw 
the  greater  part  of  the  burden  of  taxation  upon  the  rich  and  you  have 
opened  the  door  to  socialistic  legislation  of  every  kind,  which  will  in 
time  result  in  the  confiscation  of  all  private  property  and  the  inau- 
guration of  the  social  revolution. 

It  is  true  that  the  rate  of  progression  must  be  an  arbitrary  one, 
and  it  is  also  true  that  there  is  clanger  that  the  principle  of  discrimi- 
nation will  be  carried  too  far.  For  all  that,  some  rate  of  progression 
must  be  adopted  merely  for  the  sake  of  equality  and  not  to  secure  a 
more  equitable  distribution  of  wealth.  It  is  also  possible  to  proceed 
with  caution  by  adopting  a  moderate  degree  of  progression  at  first, 
increasing  it  only  when  it  shall  be  shown  to  be  both  successful  and 
just.  As  for  the  danger  involved,  we  may  say  that  the  danger  con- 
nected with  reform  is  not  so  great  as  the  danger  that  lurks  in  an 
obstinate  and  selfish  resistance  to  the  democratic  tendencies  of  social 
evolution.  If  the  privileged  classes  of  monarchical  France  had  been 
willing  to  compromise  with  the  rising  spirit  of  equality  of  their  day. 
they  might  have  retained  much  of  their  influence  and  prestige  and 
the  revolution  might  never  have  taken  place. 

However,  in  any  one  state  the  possibility  of  discrimination  against 
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the  rich  is  limited  by  th  fact  that  unfair  treatment  would  cause  people 
of  wealth  to  leave  the  state  or  to  send  their  wealth  to  be  invested  in 
other  parts  of  the  country.  Also  such  discrimination  would  prevent 
new  investments  of  capital  in  the  state,  industry  would  decline  and 
th  burden  of  taxation  would  in  the  end  be  borne  by  those  who  had 
been  too  eager  to  evade  it.  When,  therefore,  we  speak  of  a  progressive 
taxation  of  incomes  in  Colorado,  we  must  have  in  mind  a  moderate 
rate  of  progression,  designed  only  to  secure  equality  of  sacrifice  and 
not  to  change  the  present  distribution  of  wealth.  If  this  change  is 
ever  to  be  accomplished,  it  can  only  be  through  the  agency  of  the 
federal  government,  and  any  single  state  which  should  attempt  the  task 
would  plunge  itself  into  bankruptcy  and  ruin. 

A  progressive  income  tax,  then,  would  be  ideal  if  only  it  were 
practicable,  and  if  no  serious  objections  could  be  urged  against  its 
adoption  in  the  commonwealths  of  the  United  States.  That  it  is  prac- 
ticable is  shown  by  its  having  attained  a  considerable  degree  of  success 
in  Germany  and  Switzerland.  That  a  proportional  income  tax  can 
become  an  important  source  of  revenue  is  seen  in  the  experience  of 
Great  Britain,  where  a  fourth  of  the  imperial  revenue,  amounting  in 
1901  to  $134,000,000,  is  derived  from  the  "property  and  income  tax." 
To  introduce  such  a  system  in  Colorado  woudl  require  a  highly  devel- 
oped civil  service,  such  as  we  do  not  now  possess,  but  which  it  will 
be  necessary  to  establish  sooner  or  later.  From  this  line  of  argument 
the  income  tax  would  seem  to  be  both  ideal  and  practicable. 

But  there  are  serious  objections  to  any  income  tax  even  in  the 
countries  where  it  is  most  successfully  administered.  As  Professor 
Seligman  says,  quoting  Dr.  Koenig:  "The  experience  of  England, 
France  and  Germany  all  point  to  the  same  result — evasion  has  become 
a  system,  deceit  the  rule."  The  objections  that  are  urged  against  the 
taxation  of  personal  property  in  the  United  States  apply  with  equal 
force  to  the  income  tax  in  European  countries.  It  has  been  found 
necessary  to  require  the  taxpayer  to  make  a  sworn  statement  con- 
cerning the  source  of  his  income,  and  in  so  doing  the  owners  of  property 
have  come  to  regard  lying  and  perjury  as  merely  venial  sins.  When 
the  officials  have  tried  to  discover  the  facts  by  means  of  personal 
investigation,  they  have  developed  a  highly  objectionable  system  of 
inquisition  and  espionage,  which  would  not  be  tolerated  in  any  Amer- 
ican commonwealth. 

The  inevitable  conclusion  is  that  while  an  income  tax,  progressive 
or  proportional,  would  be  very  nearly  an  ideal  if  it  could  be  deprived 
of  its  objectionable  features,  as  long  as  these  features  remain  it  cannot 
be  anything  more  than  an  abstract  ideal.  As  an  ideal,  however,  it 
can  be  of  the  greatest  service  to  those  who  would  advocate  reform  in 
taxation.  If  we  admit  that  a  progressive  income  tax  is  ideally  just, 
we  must  hold  that  in  changing  or  modifying  the  present  system  an 
attempt  should  be  made  to  conform  it  as  far  as  possible  to  the  ideal 
and  standard  which  we  have  set  before  us. 
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Defective  as  the  present  system  may  be,  it  approaches  very  nearly 
to  a  proportional  income  tax.  Most  of  the  sources  of  income  are 
taxed  and  that  with  some  degree  of  equality.  If  the  present  system 
were  rigidly  enforced,  the  result  would  be  that  small  incomes  would 
be  slightly  taxed  and  large  incomes  would  bear  a  proportionally  heavy 
burden.  Even  now  people  who  have  large  incomes  as  a  rule  pay  more 
than  those  whose  incomes  are  smaller.  All  residents  pay  at  least  a 
part  of  the  taxes  on  the  houses  in  which  they  live,  on  their  food, 
clothing  and  other  articles  which  they  consume.  This  is  equivalent 
to  a  proportional  tax  on  the  expenditure  of  incomes.  In  addition  to 
this,  the  incomes  of  property  owners  are  taxed  at  the  source,  as  when 
a  land  owner  pays  in  taxation  part  of  the  rental  value  of  his  land 
or  part  of  its  annual  increase  in  value.  Similarly  the  owner  of  cor- 
porate securities  and  other  capitalists  as  well,  bear  at  least  part  of  the 
taxes  levied  on  the  property  they  own,  and  this  is,  in  effect,  a  tax 
on  the  profit  or  income  derived  from  these  sources. 

There  is,  therefore,  even  now  a  certain  amount  or  progression  in 
taxation,  since  the  owners  of  property  have  their  income  once  taxed 
at  the  source  and  again  when  it  is  being  expended.  But  there  is  a 
considerable  amount  of  discrimination,  the  benefit  of  which  goes  to 
those  who  own  large  amounts  of  property,  especially  to  the  owners  of 
personal  property,  much  of  which  wholly  escapes  taxation.  It  is  prob- 
able that  an  undue  share  of  taxation  falls  upon  the  people  who  own 
a  moderate  amount  of  property,  while,  on  the  one  hand,  the  poor  are 
taxed  only  on  what  they  consume,  and,  on  the  other,  the  rich  escape 
taxation  upon  much  of  their  visible  property  and  a  large  amount  or 
their  invisible  property. 

If,  now,  invisible  personalty  is  to  be  exempt  from  taxation,  it  will 
be  necessary  strictly  to  enforce  the  law  regarding  the  taxation  of 
land,  private  and  corporate  capital,  dwelling  houses  and  all  other 
forms  of  visible  wealth,  in  order  that  all  may  bear  some  part  of  the 
common  burden.  When  this  is  done  there  will  still  remain  no  ade- 
quate compensation  for  the  exemption  of  invisible  personalty,  and 
only  a  very  slight  degree  of  progression  in  the  taxation  of  incomes. 
Therefore,  in  order  to  complete  the  system  with  intent  to  conform 
it  as  far  as  possible  to  the  ideal  of  a  progressive  income  tax,  it  will  be 
necessary  to  introduce  some  new  tax  as  an  essential  part  of  a  com- 
pleted system. 

It  has  been  suggested  that  a  progressive  tax  upon  the  rentals  of 
houses  would  be  a  satisfactory  substitute  for  the  taxation  of  invisible 
personalty,  since  it  would  fall  chiefly  upon  the  class  of  people  whose 
personal  property  so  largely  escapes  taxation.  However,  such  a  tax 
as  this,  if  heavy,  would  discriminate  against  the  residents  of  the  state 
in  favor  of  non-resident  owners  of  property,  and  might  tend  to  discour- 
age the  building  of  large  and  expensive  private  residences.  Still,  a 
moderate  tax  of  this  character  would  not  have  any  evil  effects,  and 
would  secure  a  considerable  revenue  in  a  very  simple  way. 


'TAXATION  OF  INCOMES  AND  INHERITANCES.  5i 

A  better  system  than  this  and  one  well  calculated  to  adjust  the 
inequalities  of  the  general  property  tax,  is  the  progressive  inheritance 
tax,  which  has  been  adopted  by  many  European  countries,  in  Canada, 
Australia,  New  Zealand  and  in  many  of  the  states  of  the  Union,  Colo- 
rado included.  An  inheritance  tax  has  the  great  advantage  of  falling 
upon  the  owner  of  the  property  when  he  is  best  able  to  pay  it.  The 
deceased  owner  cannot  be  thought  to  be  injured  at  all,  and  the  heir, 
since  he  has  come  into  possession  of  wealth  which  he  nas  not  created, 
can  well  afford  to  return  to  society  a  portion  of  his  fortuitous  income. 
Especially  is  this  true  in  the  case  of  large  fortunes  and  heirs  distantly 
related  to  the  deceased  owner.  In  such  cases  a  higher  rate  of  taxa- 
tion may  justly  be  demanded  than  in  the  case  of  small  fortunes  in- 
herited by  widows  and  minor  children. 

There  are  many  other  arguments  in  favor  of  a  progressive  inher- 
itance tax,  and  whether  they  are  sound  or  not  it  remains  a  fact  that 
it  is  being  adopted  in  nearly  every  civilized  country  as  a  just  and 
convenient  method  of  supplementing  the  regular  system  of  taxation 
and  correcting  the  defects  thereof.  In  Great  Britain  the  tax  vanes 
according  to  the  size  of  the  inheritance  and  the  degree  of  relationship, 
being  two  per  cent,  in  the  case  of  small  fortunes  left  to  direct  heirs, 
but  as  high  as  eighteen  per  cent,  when  large  fortunes  are  bequeathed 
to  strangers  or  distant  relations.  In  Queensland,  Australia,  the  rate 
of  taxation  in  the  case  of  strangers  is  as  much  as  twenty  per  cent,  of 
the  inheritance. 

Compared  with  these  examples,  the  taxation  of  inheritances  in 
Colorado  is  very  moderate,  indeed.  According  to  the  new  law,  the  sum 
of  $10,000  of  an  estate  left  to  direct  heirs  is  exempt  from  taxation, 
paying  only  the  regular  probate  fees.  Over  and  above  this  exemption 
the  tax  is  "$2  on  every  $100  of  the  clear  market  value  of  such  property 
received  by  each  person."  In  the  case  of  collateral  heirs  the  rate  or 
taxation  is  three  per  cent.  In  all  other  cases  an  estate  of  $500  is  ex- 
empt from  taxation,  and  larger  estates  are  taxed  at  rates  varying 
from  three  per  cent,  on  estates  of  $10,000  and  less  to  six  per  cent,  on 
all  estates  over  $50,000. 

When  we  remember  that  nearly  all  property  sooner  or  later  must 
pass  through  the  probate  courts,  and  that  under  such  circumstances 
evasion  is  out  of  the  question,  the  possibilities  of  the  progressive  inher- 
itance tax  appear  to  be  very  great.  At  the  present  time  it  can  well 
be  used  for  the  purpose  of  equalizing  the  burdens  of  taxation,  but  it 
is  not  impossible  that  future  democracies  will  use  it  as  a  weapon  to 
destroy  or  divide  the  great  fortunes  accumulated  under  modern  indus- 
trial conditions. 


Chapter  IX — The  Buc&iin  Amendments 


During  the  regular  session  of  the  Thirteenth  General  Assembly 
the  friends  of  "single  tax,"  under  the  leadership  of  Senator  James  W. 
Bucklin,  united  to  secure  the  passage  of  "an  act  to  submit  to  the 
qualified  voters  of  the  state  of  Colorado  amendments  to  Article  X.  of 
the  Constitution  of  Colorado."  These  amendments  are  to  be  sub- 
mitted to  the  electors  at  the  general  election  on  November  4,  1902,  and 
read  as  follows: 

"Section  9.  Once  in  four  years,  but  not  oftener,  the  voters  of  any 
county  in  the  state  may,  by  a  vote  at  any  general  election,  exempt 
or  refuse  to  exempt  from  all  taxation  for  county,  city,  town,  school, 
road  and  other  local  purposes,  any  or  all  personal  property  and  im- 
provements on  land;  but  neither  the  whole  nor  any  part  of  the  full 
cash  value  of  rights  of  way,  franchises  in  public  ways,  or  land,  exclu- 
sive of  the  improvements  thereon,  shall  be  so  exempted;  provided, 
however,  that  such  question  be  submitted  to  the  voters  by  virtue  of 
a  petition  therefor,  signed  and  sworn  to  by  not  less  than  100  resident 
taxpayers  of  each  county,  and  filed  with  the  county  clerk  and  recorder 
not  less  than  thirty  nor  more  than  ninety  days  before  the  date  of 
election." 

"Section  11.  The  rate  of  taxation  on  property  for  state  purposes  shall 
never  exceed  4  mills  on  each  dollar  of  valuation;  but  the  provisions 
of  this  section  shall  not  apply  to  rights  of  way,  franchises  in  public 
ways,  or  land,  the  full  cash  value  of  which  may  be  taxed  at  sucn 
additional  rate,  not  exceeding  2  mills  on  each  dollar  of  assessed  valua- 
tion, as  shall  be  provided  by  law,  after  exempting  all  personal  property 
and  improvements  thereon  from  such  additional  rate  of  taxation/' 

These  amendments  are  to  be  voted  upon  under  the  name  of  "the 
Australasian  tax  system,"  but  it  would  be  more  proper  to  use  the 
expression,  New  Zealand  tax  system,  for  although  there  are  special 
land  taxes  in  several  of  the  Australian  colonies,  the  proposed  amend- 
ments are  more  similar  to  the  system  in  operation  in  New  Zealand  and 
are  to  some  extent  an  imitation  of  it.  Two  features  are  observed  in 
the  proposed  amendments,  both  of  which  are  found  in  New  Zealand, 
the  one  a  small  tax  on  land  for  state  purposes,  the  other  a  provision  for 
local  option  in  the  taxation  of  land  values  for  local  purposes. 

Section  11  provides  for  a  special  tax  not  exceeding  2  mills  on  land 
values  for  state  purposes,  which,  when  added  to  the  present  state  tax  of 
4  mills,  might  make  a  tax  of  6  mills  upon  land  values,  very  similar  to  the 
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ordinary  land  tax  in  New  Zealand,  established  in  1891,  which  in  the 
year  1900-1901  produced  a  revenue  of  about  $1,110,000  from  a  tax  of 
one  penny  in  the  pound  on  actual  land  values  throughout  the  colony. 
This  rate  of  taxation  is  equal  to  a  levy  of  1  1-6  mills  upon  each  dollar 
of  valuation,  but  it  must  be  remembered  that  holdings  of  $2,500  iu 
value  are  exempt  from  payment;  that  mortgaged  property  is  exempt; 
that  mortgages  are  taxed  in  the  hands  of  the  lenders;  that  there  are 
several  other  exemptions  on  holdings  worth  less  than  $12,500,  and  that, 
as  the  result  of  these  exemptions,  out  of  110,000  land  owners  in  New 
Zealand  only  16,000  pay  taxes  on  their  lands  for  the  support  of  the 
general  government. 

In  addition  to  the  ordinary  land  tax  there  is  a  graduated  tax  on 
large  holdings  amounting  to  about  half  a  mill  on  the  dollar  on  lands  " 
worth  $25,000  to  $50,000,  increasing  to  8*4  mills  on  landed  estates  val- 
ued at  $1,050,000  and  over.  This  tax  produces  about  $360,000,  so  that 
the  total  amount  of  revenue  derived  by  the  general  government  from 
the  ordinary  and  graduated  land  taxes  in  the  year  1900-1901  was,  in 
round  numbers,  $1,470,000.  The  total  revenue  of  the  general  govern- 
ment for  that  year  amounted  to  $32,500,000.  Excluding  the  revenue 
derived  from  railways  and  stamps,  it  was  $19,400,000,  the  land  taxes 
thus  affording  less  than  eight  per  cent,  of  the  whole.  The  principal 
source  of  revenue  in  New  Zealand  is  the  tariff,  which  in  1900-1903 
yielded  the  enormous  sum  of  $10,900,000,  compared  with  which  both 
general  and  local  taxes  on  land  sink  into  insignificance. 

The  New  Zealand  land  tax  for  general  purposes  was  established 
in  1891  partly  for  the  purpose  of  breaking  up  the  vast  estates  acquired 
by  the  great  sheep  and  cattle  growers  of  the  colony.  To  some  extent 
the  policy  has  been  successful,  but  that  it  has  not  yet  fully  accom- 
plished the  end  desired  is  seen  in  the  fact  that  in  the  year  1901  out  of 
a  total  of  35,000,000  acres  over  18,000,000  acres  were  in  holdings  of 
10,000  acres  and  upward,  while  9,500,000  acres  consisted  of  estates 
of  50,000  acres  and  over  to  the  number  of  ninety-seven.  These  figures 
are  very  important,  as  showing  the  reason  for  much  of  the  recent  New 
Zealand  legislation  in  regard  to  land  and  the  difference  between  tne 
conditions  in  that  country  and  those  prevailing  in  Colorado. 

Not  only  is  the  intent  of  the  proposed  amendment  to  section  11 
very  different  from  that  of  the  New  Zealand  land  tax  for  general 
purposes,  but  the  character  of  the  tax  proposed  is  quite  different,  ad- 
mitting of  no  exemptions  in  the  case  of  small  holdings  and  laying  no 
graduated  or  progressive  tax  upon  large  landed  properties. 

Coming  now  to  the  amendment  proposed  in  section  9,  we  find  that 
this  also  bears  a  certain  resemblance  to  a  system  recently  established 
in  New  Zealand,  where,  in  the  year  1896,  was  passed  by  the  general 
assembly  "the  rating  on  unimproved  value  act,"  for  the  purpose  of 
giving  to  local  taxing  bodies  an  opportunity  of  raising  part  of  the 
local  revenues  by  a  large  tax  on  the  unimproved  value  of  land,  exempt- 
ing improvements  from  payment  of  local  "rates."    The  act  provides  for 
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taking  a  vote  on  the  question  at  the  written  demand  of  from  twenty- 
five  to  fifteen  per  cent,  of  the  taxpayers  in  any  taxing  district,  whose 
votes  are  to  be  taken  between  twenty-one  and  twenty-eight  days  after 
delivery  of  the  demand.  After  three  years  of  trial,  the  taxpayers  may 
return  to  the  old  system,  under  which  local  "rates"  or  taxes  are  levied 
"upon  the  capital  or  annual  value  of  real  property."  Up  to  September 
23,  1901,  thirty-four  local  bodies,  including  seventeen  boroughs,  nine 
counties,  one  town  district  and  seven  road  districts,  had  adopted  the 
new  system,  while  it  had  been  rejected  in  two  counties  and  six  bor- 
ooughs,  including  the  city  of  Auckland,  where  the  vote  was  753  in 
favor  of  the  taxation  of  unimproved  land  an  1,697  against  it.  In 
1901  there  were  in  New  Zealand  eighty-six  counties,  101  boroughs  and 
thirty-five  town  districts. 

The  present  writer  does  not  know  that  any  great  disasters  have 
followed  the  adoption  of  the  local  tax  on  unimproved  land  in  the 
above-mentioned  taxing  districts,  nor  has  he  heard  of  any  great  benefits 
resulting  from  the  adoption  of  that  system.  Perhaps  this  lack  of 
definite  results  for  good  or  ill  is  due  to  the  fact  that  the  New  Zealand 
local  "rates"  form  only  a  part  of  the  revenue  for  local  purposes,  and 
that  the  additional  tax  on  land  is  in  no  case  sufficient  to  do  much  harm 
to  land  owners  or  much  good  to  the  rest  of  the  community. 

In  the  year  1900  the  total  revenue  of  the  local  governing  bodies 
in  New  Zealand  was  $7,800,000,  of  which  $760,000  was  derived  from 
the  general  government,  $3,470,000  from  "licenses,  tolls,  rents  and  other 
sources"  and  $3,570,000  from  "rates."  When  we  remember  that  the 
expense  of  education,  amounting  to  $2,200,000,  is  defrayed  by  the  gen- 
eral government  and  does  not  enter  into  the  local  budgets,  in  order 
to  make  a  fair  comparison  between  local  conditions  in  New  Zealand 
and  Colorado  we  must  add  to  the  $7,800,000  already  mentioned  the 
sum  of  $2,200,000,  giving  $10,000,000  as  the  total  amount  of  local  reve- 
nue in  New  Zealand..  The  amount  of  revenue  derived  from  the  "rates" 
is  thus  $3,570,000  out  of  a  total  of  $10,000,000,  or  not  much  in  excess 
of  one-third  of  the  whole. 

This  one-third  is  the  burden  which  in  New  Zealand  may  fall  upon 
the  unimproved  value  of  land,  but  which  otherwise  must  fall  upon 
real  estate,  or  land  and  buildings,  personal  property  being  already 
exempt  from  local  taxation.  Since  the  unimproved  value  of  land  in 
New  Zealand,  according  to  the  valuation  of  1898,  is  $422,000,000,  if 
every  local  taxing  district  in  the  colony  were  to  adopt  the  land  value 
tax,  it  would  require,  in  order  to  raise  the  sum  of  $3,570,000,  an  aver- 
age levy  of  but  little  over  8  mills  on  the  dollar.  This  8  mills  would 
include  the  water  tax  in  the  boroughs,  which  is  now  paid  out  of  the 
"rates"  and  as  a  rule  amounts  to  a  tax  of  nearly  4  mills  on  the  present 
valuation  of  real  estate. 

From  this  analysis  of  figures  given  in  the  New  Zealand  Official 
Year  Book  for  1901,  it  can  plainly  be  seen  that  the  tax  which  may  be 
introduced  as  the  result  of  the  passing  of  section  11  of  the  proposed 
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amendments  to  the  Constitution  of  Colorado  is  not  the  same  as  the 
New  Zealand  "rating  of  unimproved  values."  The  analogy  is  mislead- 
ing, and  arguments  drawn  from  the  success  or  failure  of  the  New 
Zealand  land  tax,  in  either  of  its  forms,  cannot  apply  to  conditions  in 
Colorado,  where  it  is  proposed  to  render  it  possible  for  any  county  to 
raise  most  of  its  local  revenue  and  nearly  two-thirds  of  its  state  rev- 
enue by  a  tax  on  land  values  alone. 

It  is  more  to  the  purpose  to  consider  the  probable  effect  of  the 
proposed  system  of  taxation  upon  the  land  owners  of  Colorado  and 
upon  the  interests  of  the  people  in  general.  Already,  in  anticipation 
of  the  possible  adoption  of  the  amendments,  the  depression  in  land 
values  which  began  with  the  panic  of  1893  has  been  unduly  prolonged. 
If  the  amendments  are  carried  at  the  November  election,  this  condi- 
tion of  depression  will  no  doubt  be  greatly  intensified  and  the  value  of 
unimproved  land  is  likely  to  fall  in  anticipation  of  the  adoption  of 
the  land  tax  in  one  or  more  counties  of  the  state.  If  at  the  general 
election  of  1903  a  single  county  should  adopt  the  tax,  there  would 
follow  a  sharp  decline  in  the  value  of  unimproved  land  in  that  county, 
together  with  a  sympathetic  decline  throughout  the  state.  It  is  possi- 
ble that  the  injury  to  owners  of  unimproved  land  might  be  so  great 
as  to  throw  many  of  them  into  bankruptcy,  which  would  not  only  cause 
much  suffering  among  those  immediately  concerned,  but  might  have 
far-reaching  effects  upon  the  general  condition  of  credit  and  business 
throughout  the  state. 

The  effect  upon  owners  of  unimproved  land  can  best  be  seen  be- 
taking a  single  county  by  way  of  illustration.  According  to  the  assess- 
ment of  1901  the  land  of  Arapahoe  county  is  valued  at  $73,400,000, 
railroads  are  valued  at  $10,300,000,  while  improvements,  personal  prop- 
erty and  all  other  property  amount  to  $73,400,000,  making  a  total 
assessment  of  $157,000,000.  Neglecting  the  assessment  of  railroads, 
which  would  probably  be  less  under  the  new  law,  it  is  clear  that  the 
taxes  formerly  paid  on  personal  property  and  improvements  would  now 
be  levied  upon  land  alone,  thus  doubling  the  tax  on  land,  improved  and 
unimproved.  In  districts  where  20  mills  was  the  tax  for  county,  mu- 
nicipality and  special  school  purposes,  it  would  now  be  necessary  to 
make  the  levy  40  mills  on  the  dollar,  supposing  the  assessment  of  land 
to  remain  the  same  as  now. 

A  new  tax  of  two  per  cent,  on  the  value  of  a  piece  of  land  worth 
$100  is  equivalent  to  a  mortgage  of  $40,  bearing  interest  at  five  per 
cent,  and  the  effect  of  such  a  tax  is  to  diminish  the  value  of"  the  laniT 
to  the  extent  of  $40.  If  we  suppose  the  land  to  be  worth  $200,  while 
assessed  at  $100,  the  loss  in  value  is  still  $40,  but  it  is  only  twenty 
per  cent,  of  the  true  value.  Such  will  be  the  effect  of  the  new  land  tax 
upon  land  values.  It  will  diminish  them  by  taking  away  part  of  the 
annual  economic  rent  upon  which  the  value  of  the  land  depends. 

Land  that  is  wholly  unimproved  will  lose  in  value  by  an  amount 
equal  to  the  capitalized  value  of  the  new  tax.    Improved  land  will 
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similarly  decrease  in  value,  but  since  the  improvements  will  be  exempt 
from  taxation,  the  owner  will  at  first  receive  compensation  for  his  loss 
on  the  land  by  his  gain  in  the  exemption  of  the  building.  The  owners 
of  the  Equitable  building  will  pay  less  than  before,  as  will  also  the 
owner  of  the  Bethel  residence  and  other  mansions  on  Capitol  hill. 
There  will,  therefore,  be  two  classes  of  property  owners— on  the  one 
hand  those  who  own  more  improvements  and  personal  property  than 
land,  on  the  other  those  who  own  more  land  than  improvements  and 
other  property.  The  former  class  will  pay  less  than  they  do  now, 
while  the  latter  will  pay  more. 

But  it  is  claimed  by  those  who  favor  the  land  tax  that  the  exemp- 
tion of  improvements  will  greatly  encourage  building,  in  order  that  the 
owners  of  unimproved  land  may  get  the  benefit  of  the  exemption  and 
obtain  an  income  from  their  property.  Supposing,  for  sake  of  argu- 
ment, that  many  owners  of  unimproved  land,  if  not  all,  will  be  able 
to  find  the  capital  necessary  for  building,  there  would  then  be  a  greatly 
increased  supply  of  houses,  office  buildings  and  the  like,  which,  unless 
the  demand  were  correspondingly  increased,  would  cause  rents  to  fall 
to  such  an  extent  as  to  deprive  the  former  owners  of  buildings  of  all 
the  advantage  they  had  gained  and  part  at  least  of  their  former  net 
income.  Thus  it  would  come  about  that  all  owners  of  real  estate, 
improved  and  unimproved,  would  be  greatly  injured,  until  in  the  course 
of  time  conditions  were  adjusted  to  the  new  system.  But  the  process 
of  adjustment  would  be  a  painful  one,  and  there  can  be  little  doubt 
that  people  owning  little  or  no  property  would  suffer  with  the  rest. 

On  account  of  the  doubled  tax  on  land,  much  land  that  can  now 
hardly  pay  the  yearly  taxes  would  be  offered  for  sale  by  the  county 
treasurer,  and  if  bought  at  all  would  command  a  very  low  price,  which 
would  necessitate  a  lower  valuation  at  the  next  assessment.  All  the 
other  unimproved  land,  being  less  valuable  than  before,  would  neces- 
sarily be  assessed  at  a  lower  valuation,  but  improved  land,  being  able 
to  bear  a  higher  rate  of  taxation,  would  be  assessed  at  a  higher  value, 
and,  in  fact,  though  not  in  intent,  improvements  would  be  taxed.  The 
intent  of  the  land  tax,  however,  is  to  secure  a  partial  confiscation  of  all 
unimproved  land  and  a  total  confiscation  of  some  of  it.  The  owners 
of  such  land  naturally  object  to  the  prospective  surgical  operation,  but 
it  is  thought  that  they  must  be  sacrificed  for  the  public  good.  The 
owners  of  improved  real  estate  also  protest,  as  soon  as  they  under- 
stand the  injury  that  will  come  to  them;  but  the  owners  of  unimproved 
or  partially  improved  land  will  be  the  first  and  chief  sufferers. 

Nor  will  the  injury  be  confined  to  the  owners  of  unimproved  city 
property,  for  the  owners  of  unimproved  farming  and  grazing  land 
will  also  have  their  taxes  increased.  In  Arapahoe  county  the  assessed 
valuation  of  improvements  on  town  and  city  lots  is  42  per  cent, 
of,  the  value  of  the  land,  while  the  improvements  on  farming  and  graz- 
ing land  are  assessed  at  80  per  cent,  of  the  value  of  the  land.  In 
El     Paso     county    the     corresponding    ratios    are    91    and  79, 
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while  in  Boulder  county  they  are  195  and  30,  respectively.  It 
follows  from  these  facts  that  if  improvements  are  to  be  relieved  from 
taxation  the  farming  districts  of  those  counties  will  pay  more  of  the 
county  tax  than  they  do  now,  and  the  cities  will  pay  less.  With 
respect  to  local  taxes  the  divergence  of  interests  will  be  between  tne 
owners  of  extensive  improvements  and  much  personal  property  and 
those  who  have  few  or  no  improvements  on  their  land  and  little  per- 
sonalty to  be  exempt  from  taxation. 

The  administration  of  a  law  providing  for  the  taxation  of  unim- 
proved values  will  be  far  more  difficult  and  complicated  than  it  ai 
first  appears.  It  is  hard  to  see  how  an  assessor  could  distinguish  m 
Colorado  between  the  improved  and  the  unimproved  value  of  irrigated 
land.  Without  irrigation  land  is  comparatively  valueless,  and  often 
the  cost  of  building  irrigation  works  is  equal  to  the  value  of  the  land 
irrigated  by  them.  In  such  cases  there  is  little  or  no  unimproved 
value,  yet  taxes  must  be  paid,  at  least  for  the  expenses  of  schools  and 
local  government. 

In  Baca  county,  which  is  wholly  devoted  to  grazing,  the  value  or 
the  land  is  assessed  at  $2y,972,  whne  tne  cattle  and  horses  are  valued 
at  $703,0(33.  In  such  a  case  as  that  how  could  the  land  bear  the  bur- 
den of  taxation  increased  thirty  fold,  unless  the  land  owners  compelled 
the  cattle  owners  to  pay  rent,  which  they  could  not  do,  since  most  or 
the  ranges  consist  of  public  landV  In  such  a  county  the  cattle  owners 
must  pay  taxes  or  no  revenue  can  be  raised.  If,  however,  the  cattle 
are  to  be  freed  from  taxation,  there  will  be  a  tendency  to  overcrowd 
the  ranges  of  the  free  counties. 

Again,  it  is  not  easy  to  see  how,  under  the  new  system,  corporations 
can  be  adequately  taxed,  especially  railroads,  telegraph  companies, 
tramway  companies,  water  companies  and  other  municipal  monopolies. 
It  will  be  illegal  to  tax  rails,  ties,  poles,  wires,  cars,  pipes,  dams,  build- 
ings and  the  like;  but  all  taxation  must  fall  upon  "rights  of  way, 
franchises  in  public  ways  or  land."  It  will,  therefore,  be  necessary  to 
distinguish  clearly  between  the  values  of  these  two  classes  of  prop- 
erty and  this  distinction  it  will  not  be  easy  to  make.  What  is  the 
value,  for  example,  of  a  railroad  franchise  between  Denver  and  Colo- 
rado Springs,  apart  from  the  value  of  the  land  along  the  right  of  way? 
If  the  value  of  the  right  of  way  is  the  cost  of  buying  it  from  the  land 
owners,  then  it  is  not  separable  from  the  value  of  the  land,  and  tax- 
ation of  the  railroads  of  Colorado  on  that  basis  would  yield- no  great 
amount  of  revenue.  If,  on  the  other  hand,  the  value  is  due  to  the 
railroad  itself,  then  it  is  an  improved  value  and  ought  not  to  be  taxed. 

But  the  arguments  of  those  who  favor  the  proposed  amendments 
are  not  based  upon  considerations  of  expediency  nor  upon  the  success 
of  the  New  Zealand  system,  nor  even  upon  the  democratic  principles 
of  local  option,  initiative  and  referendum.  They  are  founded,  in  the 
last  analysis,  upon  the  economic  philosophy  of  Henry  George,  whose 
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well-known  book,  "Progress  and  Poverty,"  was  first  published  in  the1 
year  1879  and  in  a  few  years  became  the  bible  of  "single  tax." 

An  examination  of  the  doctrine  of  "single  tax"  would  require  a 
very  long  article,  if  not  an  entire  book.  Briefly,  however,  it  may  be 
stated  that  it  is  founded  upon  three  leading  propositions:  First,  society 
has  a  natural  right  to  the  ownership  of  the  gifts  of  God,  as  land,  air 
and  sunlight,  and  this  right  can  never  be  alienated;  second,  since  the 
value  of  unimproved  land  is  due  solely  to  society,  and  that  of  improve- 
ments solely  to  individuals,  land  is  the  only  social  value,  society  should 
own  the  land  and  all  improvements  and  products  should  belong  to 
individuals;  third,  increase  in  wealth  tends  chiefly,  if  not  wholly,  to 
increase  the  value  of  land  at  the  expense  of  profits  and  wages.  This 
is  the  "unearned  increment,"  and  the  private  ownership  of  it  is  tne 
chief  cause  of  poverty.  Remove  the  cause  and  the  effect  will  disappear. 
The  conclusion  which  logically  follows  from  these  propositions  is 
that  society  should  take  back  the  land  which  it  should  never  have 
given  away.  This  can  most  conveniently  be  clone  by  means  of  a 
"single  tax"  on  land  values  which  shall  absorb  the  entire  rent,  or,  as 
T.  G.  Shearman  says,  as  much  'of  it  as  may  be  needed  for  the  expenses 
of  government. 

Without  entering  into  a  discussion  of  these  principles,  it  may  be 
stated  that  they  are  generally  repudiated  by  the  best  writers  on  eco- 
nomic subjects,  and  that  from  the  standpoint  of  both  individualistic 
and  socialistic  theories  they  are  regarded  as  a  one-sided  and  incon- 
sistent compromise  between  the  opposing  schools  of  thought.  But, 
apart  from  the  general  inconsistency  of  an  eclectic  position,  the  advo- 
cates of  single  tax  are  not  able  logically  to  maintain  any  of  their 
favorite  and  apparently  demonstrable  propositions. 

First,  even  if  society  has  a  natural  right  to  the  ownership  of  land, 
it  does  not  follow  that  such  a  right  could  not  justly  be  alienated.  If 
it  could  be  shown  that  private  ownership  would  best  tend  to  the 
improvement  of  land,  air  or  sunlight,  then  it  would  be  right  and  ben- 
eficial for  society  to  permit  of  such  private  ownership  under  proper 
restrictions.  Second,  land  is  not  the  only  social  value,  and  there  are 
many  "unearned  increments"  not  connected  in  any  intimate  way  with 
the  ownership  of  land.  Many  of  the  greatest  fortunes  of  modern  times 
have  been  accumulated  by  merchants,  manufacturers  and  speculators, 
and  not  by  owners  or  dealers  in  land.  All  values  are  chiefly  social 
values,  and,  if  it  were  possible,  society  should  own  all  the  means  of 
production,  land  included.  All  that  the  individual  can  reasonably 
claim  is  an  adequate  salary  or  income.  Third,  the  ownership  of  land 
is  not  the  only  cause  of  poverty,  nor  even  the  chief  cause,  as  is 
known  to  all  students  of  social  conditions.  Besides,  while  the  rich 
are  growing  richer,  and  that  not  chiefly  by  the  ownership  of  land,  the 
poor  are  becoming  less  poor,  and  in  most  parts  of  the  United  States, 
since  conditions  have  become  more  stable,  there  is  but  little  opportu- 
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nity  for  acquiring  great  wealth. by  means  of  ownership  or  speculation 
in  land. 

When  Mr.  C.  B.  Filliebrown  says  that  land  in  Boston  has  increased 
by  over  forty  per  cent,  in  the  last  ten  years,  he  forgets  that  a  capital 
of  $1,000  invested  at  four  per  cent,  would  in  ten  years  have  amounted 
to  $1,485,  and  if  invested  in  some  good  business  at  ten  per  cent.,  a 
common  rate  of  profit,  it  would  have  amounted  to  $2,653.  In  fact,  it  is 
not  uncommon  for  business  men  to  earn  twenty,  thirty  and  even  fifty 
per  cent,  on  capital  invested,  after  paying  salaries  and  fill  other  ex- 
penses. If  such  profits  as  these  do  not  partake  of  the  nature  of  "un- 
earned increment,"  then  there  is  no  such  thing  as  "unearned  incre- 
ment" in  land  values  or  anywhere  else. 

But  the  advocates  of  single  tax  in  Colorado  appeal  to  the  logic  of 
experiment  and  desire  to  try  the  effects  of  their  system  upon  one  or 
more  counties  in  the  state.  It  is  not  pure  single  tax  that  they  would 
try,  for  that  would  be  a  federal  measure,  supplanting  the  tariff  and  all 
other  forms  of  taxation;  but  it  is  as  close  an  approximation  to  single 
tax  as  the  circumstances  of  local  government  would  allow.  In  fact, 
it  is  about  half  single  tax.  If  it  should  prove  to  be  successful  in  one 
county  it  could  be  adopted  in  all  the  counties  of  Colorado.  If  it  should 
be  adopted  in  Colorado  it  would  soon  spread  throughout  the  United 
States  and  the  rest  of  the  civilized  world.  Colorado  is  thus  to  be  the 
starting  point  for  a  great  reform,  an  experiment  station  similar  to 
New  Zealand,  but  still  more  radical  in  its  methods  and  aims. 

As  for  local  option,  it  is  merely  a  means  to  an  end,  and  will  be 
discarded  when  it  has  served  its  purpose.  The  advocates  of  single  tax 
desire  to  have  their  system  made  compulsory,  not  optional,  and  if  they 
could  establish  it  throughout  the  state  they  would  allow  of  no  local 
option  in  any  county.  Everywhere  it  would  be  mandatory,  not  per- 
missive. Even  the  local  option  now  proposed  is  not  complete,  since 
it  gives  the  counties  power  to  exempt  from  taxation  personal  property 
and  improvements,  but  not  land. 

While  Ave  must  give  the  advocates  of  the  Bucklin  amendments  due 
credit  for  sincerity  and  honesty  of  purpose,  and  while  we  may  not 
expect  any  terrible  disaster  to  result  from  the  experiments  proposed, 
it  is  well  to  avoid  the  danger  and  injustice  of  discrimination  in  taxa- 
tion and  the  consequent  confiscation  of  private  property  without  com- 
pensation. The  agitation  for  single  tax  is  surely  misdirected  energy, 
which  would  be  better  employed  in  a  concentrated  effort  to  secure  a 
system  of  taxation  which  would  approach  as  near  as  possible  to  a  pro- 
gressive income  tax,  whereby  a  large  share  of  all  unearned  increments 
would  be  taken  by  society,  without  adopting  either  the  half-way 
socialism  of  Henry  George  or  the  complete  and  consistent  socialism  of 
Karl  Marx, 
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It  is  ever  more  easy  to  offer  criticism  than  to  propose  a  plan  of 
reform,  and  yet,  from  a  critical  examination  of  the  various  phases  of 
taxation  in  Colorado  certain  desirable  changes  in  the  present  system 
are  naturally  suggested. 

The  first  of  these  concerns  the  method  of  levying  the  state  tax, 
which  is  based  upon  the  valuation  fixed  by  the  county  assessors  and 
the  State  Board  of  Equalization,  and  can  never  exceed  4  mills  on  each 
dollar  of  valuation,  except  in  case  of  insurrection  or  war.  The  direct 
result  of  this  system,  which  prevails  throughout  the  United  States, 
is  that  every  county  assessor  desires  to  make  his  valuation  as  low  as 
possible  in  order  that  his  county  may  pay  as  little  as  possible  of  the 
4-mill  tax  for  state  purposes.  There  are,  therefore,  constant  disputes 
between  the  counties  about  the  various  assessments,  and  the  State 
Board  of  Equalization,  for  lack  of  sufficient  local  knowledge  and  because 
of  limited  power  to  act,  has  never  been  able  to  secure  a  fair  equaliza- 
tion and  has  not  been  permitted  to  raise  the  total  valuation  of  the 
state  so  as  to  afford  an  adequate  revenue  from  the  4-mill  levy.  Also, 
when  the  State  Board  of  Equalization,  in  assessing  the  property  of 
railroads  and  other  corporations,  finds  it  necessary  to  lower  their  val- 
uations, the  county  assessors  threaten  to  retaliate  by  cutting  down 
the  assessments  on  all  other  property,  with  the  result  that  the  state 
is  in  danger  of  financial  embarrassment,  if  not  of  actual  disaster. 

No  doubt  the  counties  of  Colorado  should  contribute  to  the  supporc 
of  the  state  government  in  proportion  to  their  wealth,  but  there  is  at 
present  no  such  equitable  distribution  of  the  burden  of  state  taxation. 
From  the  standpoint  of  the  county,  a  low  assessment  with  a  high  levy 
for  county  purposes  is  better  than  a  high  assessment  and  a  low  county 
levy,  since  in  both  cases  the  state  levy  remains  the  same.  Therefore, 
in  some  counties  the  state  tax  is  one-third  of  the  total  taxes,  in  others 
one-fourth  and  in  some  only  one-sixth  or  one-seventh,  so  that  there 
is  no  uniformity  and  no  approach  to  justice  in  the  apportionment  of 
state  taxes,  and  constant  jealousy,  vexation  and  financial  derangement 
inevitably  result. 

The  remedy  for  this  state  of  affairs,  as  pointed  out  by  Governor 
Nash  and  A.  R.  Foote  of  Ohio,  is  to  make  the  state  tax  a  proportion 
of  local  revenue  or  expenditure  and  not  a  percentage  of  the  county 
assessments.  If  necessary,  the  present  limit  to  the  taxing  power  of  the 
state  could  be  perpetuated  by  fixing  the  state's  proportion  of  local  rey- 
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enue  so  that  the  relation  between  state  and  local  taxes  shall  be  the 
same  as  now.  If,  for  example,  the  state  now  receives  from  the  4-mill 
tax  one-third  of  the  amount  received  for  general  purposes  by  the  coun- 
ties and  other  local  taxing  bodies,  article  X.,  section  11  of  the  con- 
stitution of  Colorado  could  be  amended  to  read  as  follows:  "The  rate 
of  taxation  on  property  for  state  purposes  shall  never  exceed  one-third 
of  the  rates  levied  for  general  purposes  by  all  local  taxing  bodies." 

It  would  then  be  a  matter  of  indifference  to  the  state  whether  in 
any  particular  county  the  assessment  were  $10,000,000  or  $5,000,000. 
On  an  assessment  of  $10,000,000  the  various  levies  for  county  and  munic- 
ipal purposes  might  amount  to  12  mills,  in  which  case  the  state  levy 
would  be  not  more  than  one-third  or  4  mills  on  the  dollar  of  valuation. 
If  next  year  the  county  assessment  were  lowered  to  $5,000,000,  it  would 
be  necessary  to  raise  the  local  taxes  to  24  mills,  while  the  state  tax,  if 
equal  to  the  limit,  would  amount  to  8  mills.  The  only  way  in  which  a 
county  could  escape  the  payment  of  state  taxes  would  be  by  practising 
economy  in  local  expenditure,  and  who  could  think  such  an  outcome 
in  any  sense  to  be  deplored? 

It  would  also  be  a  matter  of  indifference  to  any  one  county  whether 
the  assessment  in  any  other  county  were  too  high  or  too  low,  since 
each  would  contribute  an  equal  proportion  to  the  support  of  the  state. 
There  would,  therefore,  be  nothing  to  equalize,  and  the  State  Board  of 
Equalization  would  find  its  occupation  gone,  except  so  far  as  it  might 
be  required  to  continue  the  work  of  assessing  railroads  and  other  cor- 
porations. 

The  problem  concerning  the  taxation  of  mines  would  no  longer 
trouble  the  agricultural  counties  of  the  state,  but  would  be  left  for 
solution  to  the  representatives  of  the  various  local  interests  in  the 
mining  counties,  who  would  no  doubt  be  able  to  recommend  to  the 
state  Legislature  a  satisfactory  plan  of  compromise. 

The  second  desirable  reform  has  to  do  with  the  taxation  of  personal 
property,  especially  of  invisible  personalty,  such  as  mortgages,  stocks 
and  bonds,  money  and  credits,  jewelry  and  silver  plate  and  other 
property  that  can  easily  be  concealed,  but  which  the  taxpayer  is  sup- 
posed to  reveal  in  his  sworn  statement  before  the  county  assessor.  To 
such  an  extent  has  perjury  and  evasion  prevailed  as  the  result  of 
this  form  of  taxation  that  many  distinguished  authorities  agree  with 
Professor  Seligman  when  he  says:  "The  general  property  tax  in  the 
United  States  is  a  dismal  failure." 

In  view  of  the  same  evils,  Prof.  H.  C.  Adams  recommends  that 
"the  general  property  tax  should  be  confined  to  the  taxation  of  visible 
property— that  is  to  say,  of  real  estate."  But  there  are  forms  of  visible 
property  other  than  real  estate,  such  as  cattle,  merchandise,  household 
goods,  horses  and  carriages,  which  can  readily  be  discovered  by  the 
county  assessors,  and  which,  at  least  in  the  grazing  counties  of  Colorado, 
could  hardly  be  exempted  from  taxation  Avithout  a  serious  loss  of  reve- 
nue.   Perhaps  in  time  a  tax  on  real  estate,  supplemented,  by  a  business 
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and  corporation  tax,  will  take  the  place  of  the  present  system,  but 
meanwhile  a  less  radical  reform  would  be  sufficient  to  do  away  with 
the  deceit  and  evasion  inseparably  connected  with  the  taxation  of 
invisible  personal  property,  by  the  complete  exemption  of  all  such  prop- 
erty in  the  hands  of  the  owners. 

When  we  consider  that  stocks  in  corporations,  mortgages  and  even 
money  in  banks  can  readily  be  taxed  at  the  source,  and  to  some  extent 
are  already  taxed  in  this  way,  it  must  be  clear  that  the  loss  of  revenue 
caused  by  the  exemption  of  bonds,  promissory  notes,  book  credits, 
money  and  jewelry  would  be  more  than  offset  by  the  gain  in  public 
and  private  morality  that  would  result  from  the  removal  of  an  unnec- 
essary and  corrupting  temptation.  Besides,  the  total  amount  of  such 
property  now  declared  to  the  county  assessors  does  not  amount  to  two 
per  cent,  of  the  total  assessment  of  the  state,  even  under  the  rigid 
provisions  of  the  new  revenue  law.  Also  the  trifling  loss  of  revenue 
could  be  more  than  made  good  by  a  strict  enforcement  of  the  law 
providing  for  the  assessment  of  all  visible  or  discoverable  property, 
private  and  corporate,  tangible  and  intangible,  at  its  full  cash  value, 
and  by  an  extension  of  the  principle  of  the  progressive  inheritance  tax. 

The  next  step  in  reform  must  be  to  modify  the  constitution  of  the 
State  Board  of  Equalization  in  such  a  way  as  to  render  it  more  efficient 
in  the  work  of  assessing  the  property  of  "railway  companies,  telegraph, 
telephone,  palace  car,  sleeping  car,  fast  freight  and  express  companies." 
Perhaps  other  corporations  doing  business  in  two  or  more  counties 
should  be  added  to  this  list,  but  in  any  case  the  difficulties  connected 
with  the  taxation  of  corporations  are  so  great  that  they  can  only  be 
overcome,  if  at  all.  by  a  board  of  experts  devoting  the  whole  or  a 
large  portion  of  their  time  for  a  number  of  years  to  the  solution  of 
this  perplexing  and  complicated  question.  The  present  members  of 
the  board,  including  the  governor,  the  secretary  of  state,  the  treasurer, 
the  auditor  and  the  attorney  general,  are  surely  well  able  to  do  the 
work  required,  but  their  time  is  largely  taken  up  with  other  matters 
and  the  burden  of  investigation  must  fall,  as  it  does  now,  upon  the 
secretary  of  the  board.  Under  the  circumstances,  should  there  not  be 
one  or  more  such  secretaries  members  of  the  board,  appointed  for  a 
long  period  of  years,  receiving  large  salaries  and  giving  the  whole  of 
their  time  to  the  investigation  of  matters  connected  with  the  taxation 
of  corporations?  Only  in  some  such  way  as  this  can  efficiency  be 
secured  and  the  finances  of  the  state  be  placed  upon  a  strong  and 
enduring  foundation. 

The  fourth  and  last  reform  which  the  present  writer  would  suggest 
is  closely  connected  with  the  preceding  one  and  has  to  do  with  the 
term  of  office  of  the  county  assessor.  Our  financial  difficulties  are 
caused  not  so  much  by  defective  laws  as  by  an  unsatisfactory 
administration  of  them.  In  order  to  secure  effective  adminis- 
tration it  is  necessary  to  have  efficient  public  servants.  With- 
out casting  any  slur  upon  the  character    of    the    county  assessors 


SUGGESTIONS  FOR  REFORM. 


63 


of  Colorado,  it  is  safe  to  say  that  they  are  not  so  capable  nor  so  con- 
scientious as  they  would  be  if  they  were  elected  for  longer  terms  and 
at  higher  salaries.  The  question  of  salary  is  not  so  important  as  the 
length  of  the  term  of  office,  for  many  a  capable  business  man  who 
would  refuse  to  become  county  assessor  for  a  term  of  two  years  would 
be  glad  to  accept  so  honorable  a  position  if  he  could  retain  it  for  life, 
or  at  least  for  a  considerable  length  of  time. 

The  present  system  is  a  survival  of  primitive  conditions  when 
four-fifths  of  the  people  lived  in  rural  districts,  when  there  were  no 
great  cities  and  few  large  corporations.  These  conditions  have  largely 
passed  away,  and  what  is  called  the  American  system  of  public  admin- 
istration is  a  relic  of  the  America  of  years  gone  by.  Since  that  time 
American  methods  of  business  have  accomplished  great  results  and 
have  been  copied  throughout  the  civilized  world,  but  no  foreign  nation 
would  think  of  imitating  the  American  system  of  public  administration, 
nor  would  any  American  business  man  dream  of  applying  to  his  private 
business  the  methods  which  he  thinks  well  enough  suited  to  the  admin- 
istration of  public  affairs.  When  the  people  of  the  United  States  find 
time  to  devote  to  public  affairs,  no  doubt  they  will  introduce  improve- 
ments into  the  system  of  government,  even  as  they  have  already  done 
in  every  department  of  activity  to  which  they  have  given  any  close 
attention. 

In  the  meantime,  however,  we  must  be  content  to  advocate  mod- 
erate plans  of  reform  and  only  venture  to  suggest  that  the  term  of 
office  of  county  assessors  should  be  increased  to  four  years  instead  of 
two.  After  a  time,  when  people  see  that  no  evil  effects  have  resulted 
from  such  a  change,  it  will  be  possible  to  advocate  a  further  lengthen- 
ing of  the  term,  with  some  prospect  that  the  proposed  reform  will  be 
adopted. 

When  we  have  in  Colorado  a  well-trained  and  thoroughly  efficient 
body  of  county  assessors,  aided  by  the  co-operation  of  an  equally  effi- 
cient state  board  for  the  assessment  and  taxation  of  corporations,  it 
will  be  possible  to  introduce  reforms  which  at  the  present  time  are 
altogether  visionary.  Not  only  shall  we  then  have  a  general  property 
tax  upon  all  visible  property,  together  with  a  highly  developed  pro- 
gressive inheritance  tax,  but  we  shall  also  have  progressive  taxation 
of  net  profits  for  the  purpose  of  securing  to  the  people  at  large  the 
"unearned  increments"  of  every  kind,  which  in  justice  belong  not  to 
the  individual  who  acquires  them,  but  to  society,  which  produces  them. 

Perhaps  it  will  be  many  years  before  the  system  of  taxation  will 
have  attained  any  degree  of  perfection,  but  it  will  not  be  long  until 
the  people  of  Colorado  come  to  feel  that  the  public  revenues  must  be 
expended  in  a  more  economical  way,  in  order  to  secure  for  all  con- 
cerned a  maximum  of  benefit  at  a  minimum  of  sacrifice.  Taxation  is 
already  heavy,  and  the  people  cannot  afford  to  have  their  revenues 
squandered  by  a  set  of  venal  and  incompetent  officials,  whose  unpa- 
triotic iDstincts  teach  them  to  drain  the  life  blood  of  their  native  or 
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adopted  country.  There  is  great  need  for  a  more  highly  developed 
civic  consciousness,  involving  higher  standards  of  righteousness  and  a 
form  of  patriotism  more  suited  to  the  conditions  of  modern  times. 


For  those  who  wish  to  study  further  the  subject  of  taxation  the 
following  books  are  recommended: 

Carl  C.  Plehn,  "Introduction  to  Public  Finance,"  New  York,  1897. 
W.  M.  Daniels,  "The  Elements  of  Public  Finance,"  New  York,  1899. 
H.  C.  Adams,  "The  Science  of  Finance,"  New  York,  1899. 

C.  F.  Bastable,  "Public  Finance,"  London  and  New  York,  1895. 
Gustav  Cohn,  "The  Science  of  Finance"  (Trans.),  Chicago,  1895. 

D.  A.  Wells,  "Theory  and  Practice  of  Taxation,"  New  York,  1900. 
R.  T.  Ely,  "Taxation  in  American  States  and  Cities,"  New  York, 

1888. 

L.  Cossa,  "Taxation,  Its  Principles  and  Methods,"  New  York,  1888. 
J.  S.  Nicholson,  "Principles  of  Political  Economy,"  volume  III., 
New  York,  1901. 

E.  R.  A.  Seligman,  "Progressive  Taxation,"  New  York,  1894;  "Es- 
says on  Taxation,"  New  York,  1897;  "The  Shifting  and  Incidence  of 
Taxation,"  New  York,  1899. 

Bolton  Hall  (ed.),  "Who  Pays  Your  Taxes?"  New  York,  1892. 
Henry  George,  "Progress  and  Poverty,"  first  edition,  1879,  and 
many  later  editions. 

T.  G.  Shearman,  "Natural  Taxation,"  New  York,  1898. 
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PRESS  NOTICES 

"With  all  that  has  been  written  on  the  subject  of  monopolies,  tt 
has  remained  for  Dr.  Le  Rossignol  to  write  a  popular  book  on  the  sub- 
ject"—Boston  Transcript. 

'•The  book  will  undoubtedly  do  much  to  eliminate  the  base  which 
has  surrounded  the  trust  problem,  owing  to  heated  and  unintelligent 
discussion."— Denver  Republican. 

"Professor  Le  Rossignol  has  done  positive  service  to  all  students  of 
economic  and  social  matters.  He  has  brought  together  just  the  infor- 
mation which  is  now  needed,  and  he  has  presented  the  subject  clearly 
and  impartially/*— Carroll  D.  Wright,  U.  S.  Labor  Commissioner. 

"An  exceptionally  clear,  compact  and  interesting  survey  of  the  his- 
tory of  private  monopolies."— New  York  Outlook. 

"Of  all  the  books  that  have  been  written  on  monopolies  and  trusts, 
this  is  the  most  concise,  comprehensive,  intelligible  and  helpful.  The 
author's  suggestions  as  to  practical  measures  for  the  control  of  trusts 
are  decidedly  sensible  and  timely."— Boston  Beacon. 

"The  book  shows  wide  research  and  the  author  is  fair,  dear  and 
logical.  The  reader  does  not  have  to  be  convinced  of  the  teachings  of 
the  author  to  be  interested  In  the  book."— Chicago  Inter-Ocean. 

"We  consider  the  book  to  be  an  admirable  treatise  of  its  kind- 
learned,  thorough,  honest,  moderate.  The  author  has  evidently  the 
teacher's  gift  as  a  special  endowment.  There  is  not  an  obscure,  affect- 
ed, pedantic  passage  from  title-page  to  finis.  Every  chapter,  in  spite 
Of  arguments  and  figures*  is  readable  for  its  human  interest  It  is  ail 
that  it  claims  to  be,  and  more,  and  it  Is  only  our  duty  to  recommend 
tf^Montreal  Gazette. 

"There  is  thought,  research  and  able  and  cogent  argument  in  the 
pages  of  this  book.  The  style  is  lucid  and  connected,  and  the  whole 
idea  Is  carried  out  admirably  to  the  end  of  presenting  the  matter  in  a 
esJm,  truthful  and  interesting  way."— Chicago  Literary  Review, 
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